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Why a second address 
for your business 
should be FRIDEN Street 
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Friden Street’s where business grows — 
because businessmen know where they’ve 
been and where they’re going. It’s a street to 
a profit street. It runs through every 





figure on 
community all over America. Here you 
find hardware stores, paper mills, 
wholesale druggists, canneries, grocers, 
all making figures tell 





air lines, contractors 
what’s what with the Friden Calculator. 
This is not an ordinary calculator... It is 
The Thinking Machine of American Business. 
The fully automatic Friden performs more steps 
in figure-work without operator decisions — 
simply by figure-thinking for you — than 
any other calculating machine ever developed! 


You can control your business to produce more profit 
when you move to Friden Street...when you use the 
Friden Calculator to get essential daily figure facts 
automatically. 

You can do your payroll calculations, figure and 
check invoices, take inventory, make percentage com- 
parisons on sales and costs and turnover — all in a 
fraction of the ordinary time. 

It costs far less than human time to figure with a 
Friden. And you can own this machine for only pin 
money per month. Operation is so simple anyone can 
use it. Call in your nearby Friden Man! 
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THE AUTOMATIC CALCULATOR * THE NATURAL WAY ADDING MACHINE 


THE COMPUTYPER » THE ADD-PUNCH MACHINE 


Friden sales, instruction, service throughout U.S. and the world. 


Copyright Friden Calculating Machine Co., Inc., San Leandro, California 
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The IAS booklet, “How to Pre- 
pare for the C. P. A. Examina- 
tion,” is available upon request. 
Address your card or letter to the 
Secretary, IAS... 















How IAS training 
meets individual needs 


Each IAS training program is ‘‘tailored to fit’ the needs 
of the individual. This is accomplished through the 
IAS elective plan embracing 250 comprehensive study 
assignments, covering a wide range of accounting and 
management subjects. 


e After general accounting principles have been mas- 
tered, each IAS Diploma Course student selects from 
14 electives those leading to his specific training ob- 
jective. The electives currently available (with the num- 
ber of comprehensive study assignments indicated) are: 


Basic Auditing (10) 
Public Auditing (20) 

Internal Auditing (20) 

Basic Cost Accounting (10) 
Advanced Cost Accounting (20) 
Corporation Accounting (10) 
Financial Analysis (10) 
Business Statistics (10) 
Management Control (20) 
Economics (10) 

Office Management (30) 
Accounting Law (10) 

Federal Income Tax (10) 

CPA Coaching (20) 


® With this broad curriculum at his command, each 
IAS student can study first those subjects needed im- 
mediately and can then broaden his knowledge of 
accounting and management through study of addi- 


tional electives. 
8 
INTERNATIONAL ACCOUNTANTS SOCIETY, INC. 
Al Conresnondence School Since 1903 


209 WEST JACKSON BOULEVARD ® CHICAGO 6, ILLINOIS 
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Editorial material in THE CONTROLLER is 
selected in accordance with the following: 


CONCEPT OF MODERN CONTROLLERSHIP 
of Controllers Institute of America 


1. To establish, coordinate and maintain 
through authorized management, an integrated 
plan for the control of operations. Such a plan 
would provide, to the extent required in the 
business, cost standards, expense budgets, sales 
forecasts, profit planning, and programs for 
capital investment and_ financing, together 
— the necessary procedures to effectuate the 
plan. 


2. To measure performance against approved 
operating plans and standards, and to report 
and interpret the results of operations to all 
levels of management. This function includes 
the design, installation and maintenance of 
accounting and cost systems and records, the 
determination of accounting policy and the 
compilation of statistical records as required. 


3. To measure and report on the validity of 
the objectives of the business and on the effec- 
tiveness of its policies, organization structure 
and procedures in attaining those objectives. 
This includes consulting with all segments of 
management responsible for policy or action 
concerning any phase of the operation of the 
business as it relates to the performance of this 
function. 


4. To report to government agencies, as re- 
quired, and to supervise all matters relating 
to taxes. 


5. To interpret and report on the effect cf 
external influences on the attainment of the 
objectives of the business. This function in- 
cludes the continuous appraisal of economic 
and social forces and of governmental influ- 
ences as they affect the operations of the 
business. 


6. To provide protection for the assets of 
the business. This function includes establish- 
ing and maintaining adequate internal control 
and auditing, and assuring proper insurance 
coverage. 
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EMPLOYEE-BENEFIT PLANS 


Guaranty Trust Company Develops 





New “Pooled’’ Funds Plan for 
Employee-Benefit Trusts 


Companies with pension, 
profit-sharing, or other em- 
ployee-benefit trust funds 
can now select pooled trust 
funds with investment pro- 
gram to suit their needs. 


A new kind of employee-benefit trust 
fund arrangement, established recently 
by Guaranty, makes it possible for com- 
panies desiring to invest in pooled funds 
to achieve greater diversification of in- 
vestments than ever before. 
Unlike many other pooled fund arrange- 
ments, the Guaranty plan does not 
“freeze” all participating trusts into a 
single diversification program. Rather, it 
is made up of two “commingled” funds: 
the first invests only in common or capi- 
tal stocks, the second in investments 
other than common or capital stocks. 
Here’s how it works: 
¢ The investment policy for each par- 
ticipating trust is determined by 
Guaranty after consultation with of- 
ficers or directors of the corporation 
—or the company may itself fix the 
investment policy. Within the scope 
of the policy established, the propor- 
tion of the participating fund to be 
invested through the medium of each 
of the Commingled Funds is then 
determined. 


The proportion of the fund invested 
through each of the two commingled 
trusts is subject to revision to meet 
changing economic conditions. 


There is no maximum dollar limit on 
the size of the individual trust that 
may participate. 


A trust may invest through either or 
both of the funds. 


Participation is limited to employce- 
benefit trusts of which Guaranty is 
sole trustee, which qualify under the 
Internal Revenue Code and which 
specifically authorize participation. 

Guaranty Trust Company is trustee of 
both Commingled Funds and is respon- 
sible for their operation and for the se- 
lection of investments held in them. 

Each of the Commingled Funds will 
hold many issues of securities, some of 
which, because of their size, could not 
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THE NEEDS OF EMPLOYEE-BENEFIT TRUSTS 


YOUR 
TRUST 


GUARANTY 
COMMINGLED 


TRUST FUND 


(Gerel Vivien 
STOCKS) 


otherwise be readily included in the in- 
vestment portfolio of an individual 
participating trust. Every dollar that an 
employee-benefit trust invests through 
the medium of a commingled fund is, 
in effect, “spread” among all the in- 
vestments of that fund. 

The participating trusts, therefore, no 
matter of what size, obtain all the in- 
vestment advantages inherent in a 
very large fund. 





GUARANTY 


COMMINGLED 
TRUST FUND 


(EXCLUDING 


COMMON STOCKS) 





If you would like to have more details 
regarding these funds, write on your 
business letter- 
head for a com- 
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ERRATUM—and a REPRINT AVAILABLE 


Editors, THE CONTROLLER: 

I should like to call your attention to a 
number of comments and reactions that I 
have received regarding my article, “The 
Anti-Chance Factor in Business,’ which 
appeared in the June 1956 issue of THE 
CONTROLLER. 

I find that a majority of the readers be- 
came confused on page 261 and, after 
turning to page 262 to an insert which ap- 
parently had no connection with the arti- 
cle, assumed that I had ‘‘gotten tired”’ and 
didn’t read any further. Of course, those 
who did pick up the thread later upon 
thumbing through the magazine, then be- 
came utterly confused when they encoun- 
tered the mix-up on pages 290 and 291. 

You may not be aware of it but the last 
thing in the world anyone expects is that 
a professional organ such as THE CON- 
TROLLER should make a mistake. It would 


be worth a great deal to me if your maga- 
zine were to make brief mention of the 
mix-up in a future issue and point out that 
those who wish to read the article as it was 
written may obtain a corrected reprint 
copy directly from me upon request. 


JOSEPH J. SCHOFIELD 
Detroit Harvester Company 
2750 Guardian Building 
Detroit 26, Michigan 


For those who wish to refer to their June 
issue, Mr. Schofield’s article continues on 
page 262 in the third column (to the right 
of the insert) and then jumps to page 290. 
The final section on page 291—column one 
entitled “Budgets—The Integrated Profit 
Plan,” should be read following line three 
of column two on page 290 and then be fol- 
lowed by the paragraph beginning “At this 
Holat <0." —The Editors 
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Readers of THE CONTROLLER 
are invited to express their reac- 
tions to articles appearing within 
our pages. Letters will be welcomed 
for inclusion on this page and must 
bear the writer’s signature and ad- 
dress (which will be withheld if so 


requested). The Editors 





MORE DOLLARS: MORE DOCTORS 


Editors, THE CONTROLLER: 


I must compliment you on your fine edi- 
torial in the July issue of THE CONTROL- 
LER (“Today's Dollars Ensure Tomor- 
row’s Health” in “Scanning the Scene,” 
page 305) in behalf of the medical school 
education of this country. 

As an extracurricular activity I am now 
serving as national chairman of the Dairy 
Committee of the National Fund for Med- 
ical Education, as well as local chairman 
of the St. Louis Committee of American 
Industry. This editorial is, therefore, 
doubly appreciated not only by me but by 
all members of my committees. 


JOHN C. NAYLOR 
Executive Vice President 
Pet Milk Company 

St. Louis, Mo. 


“FINE REVIEW . . .” 


Editors, THE CONTROLLER: 


George and I are really grateful for the 
fine review that THE CONTROLLER carried 
on our book (‘‘Electronic Computers and 
Management Control” by George Koz- 
metsky and Paul Kircher, THE CONTROL- 
LER, July 1956, pp. 328-30). As far as we 
are concerned, this is the review—earlier 
ones were merely notices. F. Walton Wan- 
ner (the reviewer) caught the idea ex- 
actly in his emphasis on the long-range 
effect of these new developments. 


PAUL KIRCHER 

School of Business Administration 
University of California 

Los Angeles, Calif. 





CHRONOLOGICAL 
STABILIZATION 
INSURANCE 


a pioneer development of 
The Empire Insurance Co., Ltd. 
St. John's, Newfoundland 








A NEW APPROACH TO 


BUDGETING 


Write for Information 


McCORMICK & COMPANY 
Consulting Management Engineers 
Park Building Yonkers, N. Y. 
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The Practicality of a Liberal Education 

As we approach the opening of college doors to a new in- 
flux of students, it is again time to remind the hopeful grad- 
uates of four years hence that a liberal education may also be 
a “practical” education for one choosing a business career. 

Today’s corporate controllers have a deep interest in the 
proper development of future talent for their staffs, as at- 
tested by the forthcoming publication of a new brochure, 
“Moving Up In Business: A Look At Managerial Ac- 
counting,” developed by the National Committee on Edu- 
cation of Controllers Institute for distribution to senior stu- 
dents in high schools and those in colleges and schools of 
business administration. 

Recently, Edward E. Booher, executive vice-president of 
the McGraw-Hill Book Company Inc., New York, expressed 
the hope that “‘our liberal arts institutions will stick by their 
guns and not try to compete with the great centers of under- 
graduate training, which more and more dominate American 
higher education. In business we need these general prac- 
titioners just as much as we need the specialist. They seem to 
make first-class leaders.’’ Mr. Booher is, in addition, both a 
graduate and a member of the Board of Trustees of Antioch 
College, Yellow Springs, Ohio. 

Citing an article (by H. A. Bullis, chairman of the Board 
of General Mills) entitled “The Future Belongs to the Edu- 
cated Man,”’ Mr. Booher declared: 

“The educated man as the leader is the point: for the in- 
dustrialist, concerned with the techniques of big business is 
principally the head man in a community of people—his em- 
ployes and his customers. . . . His first concern must be for 
the welfare of this community. His skill in keeping this com- 
munity healthy and thriving is one involving primarily 
human relationships and understanding. This demands an 
ability not only to formulate ideas but to receive them . . . 
requires the knack of interpreting and transferring them to 
others. Finally, decisions must be made. In the modern corpo- 
tation, these may range from making a judgment on a new 
technical development to forecasting markets for years ahead, 
to approving the plan for a new community relations pro- 
gram, ad infinitum. .. . 

“T have at my elbow this morning's issue of the New York 
Times with a front page story that carries this head: ‘Engi- 
neer Is King as U. S. Industry Vies for Talent!’ The story goes 
on to say that 5,000 organizations are bidding for the engi- 
neer's service, and that they have 50,000 job openings.” 

Although the headline is irrefutable, in Mr. Booher’s 
opinion, it is discouraging to a businessman because it implies 
that industry's only need is for the engineer and the scientist. 





‘From where I sit,’ he continues, “‘industry’s need for 
young men educated in the liberal arts is equally pressing, 
and nothing would please me more than to see a story 
headed: ‘Arts Graduate Is King’.” 

A recent survey by Fortune of America’s 500 largest busi- 
ness concerns, was checked by Mr. Booher against “Who's 
Who” to determine the educational background of the chief 
executive officer of each of the 500 companies. He found that 
approximately 50 per cent of the college-educated chief ex- 
ecutives were men with liberal arts backgrounds. This brings 
us back to a statement by Mr. Bullis in a recent article in The 
Saturday Review: 


“Today's undergraduates are candidates for tomorrow’s 
corps of leaders. To justify their membership, they must use 
their academic education as the starting point, not the ter- 
mination, of their intellectual growth. . . . é 

‘A highly educated man has been educated at two levels: 
first, he has a practical understanding of modern technology, 
is able to foresee its developments and their economic and 
social impact on modern society. Second, he has been tutored 
in humanistic values. His knowledge of history, economics, 
religions, sociology, and psychology must be so thorough that 
he can evaluate change in terms of continuing human prog- 
ress rather than as a threat to human stability.” 


We hope these references to the views of Messrs. Booher 
and Bullis will stimulate further discussion both inside and 
outside financial and accounting circles. 


. . . New CPA Horizons 

The field of certified public accounting is likewise aware of 
the advantages accruing from a liberal education. College 
graduation, with substantial study in the humanities and 
social sciences as well as in accounting and other business 
subjects, has been recommended as the first of five points in a 
long-range goal for consideration by various states in revising 
the laws setting up qualifications for admission to CPA 
practice. 

The increasing scope and responsibility of public ac- 
counting practice demand much more comprehensive and 
intensive training than is now required by CPA laws and 
regulations and future certified public accountants will have 
to take postgraduate professional training in university 
schools of business administration, if states adopt the recom- 
mendations of an independent commission of leading CPA’s 
and educators as presented in the report of a four-year study 
by the Commission on Standards of Education and Experi- 
ence for Certified Public Accountants, and published early 
in August by the Bureau of Business Research of the Uni- 
versity of Michigan. 

The Commission’s report also notes that nowadays new 
CPA’s are far better educated than the laws require them to 
be. For example: although only a few states require education 
beyond high school, 83 per cent of the candidates who passed 
the CPA examination in May 1953, were college graduates, 
and nine per cent had studied in graduate schools. 

—PAUL HAASE 
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The CPA Views 
Mechanized Accounting 


Ralph F. Lewis 


The new problems to be solved in auditing and controlling 
computer system operations break down into three fields: 


Determining the correctness of source data before entry. 

Establishing controls so that only approved documents will 
be entered in a company’s records. 

Making certain that the processing procedures are such that 
we are getting the desired answers. 


It should be emphasized that each of these areas is not only 
an auditing problem, but, even more importantly, a control 
problem for management. Before getting into each of the above 
points in more detail, it should be noted that these problems per- 
tain to a relatively small portion of the auditor's function. While 
a computer can, to some extent, supplant the human being in 
that it can be programmed to use logic, it cannot be pro- 
grammed to use judgment. A few typical rather humdrum ex- 
amples of areas of judgment which cannot be delegated to a 
computer are: 


Courtesy of Business Management Service 


University of Illinois 





. What is a capital item as opposed to an expense item? 
. Are reserves adequate? 

. What will the tax effects of a transaction be? 

Are the accounts receivable valid? 

. Has sufficient disclosure been made? 


WA DW DO eR 


Further, I should like to point out that it is not only the 
CPA who is concerned with auditing procedures. Actually, a 
great deal of auditing is performed in most companies by 
people other than the outside accountant and for somewhat 
different purposes. Most companies have internal auditing 
staffs. And then there is the myriad host of limited-purpose 
auditors, including those brought about by government con- 
tracts, by labor laws, by taxes, by joint venture participations, 
by court decisions, by employes, and even by customers. The 
degree of interest of each of these auditors varies—some want 
to see just a document, others want to review a whole process. 
With this introduction, let us review each of the three areas 
mentioned in the beginning as containing potential problems 
for the auditors. 


|. Determining the correctness of source 
data before entry. To date, in the in- 
stallations with which we have been 
connected, this has not been a problem. 
As a matter of fact, to the best of our 
knowledge, this has not been a real prob- 
lem anywhere as yet because there has 
been no substantial variation from the 


disappearance of source documents in 
many other areas. No one can say exactly 
how each of these problems will be 
handled. Certainly management will 
have to exert considerable control over 
the slugs used in the time card device, 
for example. Heavy test checks will have 
to be made wherever possible. As inte- 


grated data processing becomes more 
prevalent, the use of tie-ins between 
related factors will become increasingly 
important and we foresee the need in 
specific instances for production of 
printed information by the computer for 
auditing purposes only. Scientific sam- 
pling, along the lines developed in han- 





traditional procedures with regard to 
source documents. For example, sales in- 
voices are still being prepared and will 
be for some time, time cards continue to 
be punched, material requisitions are 
still made up. 

A look into the crystal ball, however, 
makes us realize that we will not always 
have source documents as we now under- 
stand them. Within the not-too-distant 
future, employes will be “punching in” 
by inserting a slug into an input device 
and having their time in and out re- 
corded directly on magnetic tape or di- 
rectly in the computer. Point of sales 
recording in the merchandising field 
may well do away with the traditional 
sales slip or cash register tape. One need 


THE CONTROLLER 





RALPH F. LEWIS is the national director of Management 
Services for Arthur Young & Company, New York. He holds 
a BA degree from Amherst College and received his MBA 
from the Harvard Graduate School of Business Admin- 
istration. His background includes four years as Special 
Agent (Accounting) for the FBI, six years of industrial 
controllership experience, two years as assistant manag- 
ing editor of Fortune magazine and several years in ihe 
management consulting business. This paper was presented 
at the 1956 Western Conference of Controllers Institute. 
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dling statistical quality control, will, we 
believe, at long last come into its own. 

In brief, approval of source documents 
is not yet a problem in connection with 
computer systems. When it does become 
a problem in the future, specific new 
methods of handling this situation will 
have to be developed to fit the individual 
requirements. 


ll. Establishing controls so that only ap- 
proved documents will be entered in a 
company’s records. The problem in this 
connection is to see that the system does not 
accept any unapproved or dishonest data. 
While a lie detector would seem to be one 
obvious solution to this problem, this 
hardly seems practical at this stage of the 
art. 

This problem is not a new one. We have 
all faced it for years in the use of tabulat- 
ing equipment. It has been our experience 
that the same techniques that we have used 
for protection in connection with tabulat- 
ing equipment are adaptable to the com- 
puter system. These techniques are the use 
of batches, control totals, consecutive trans- 
action numbers, etc. 

The dyed-in-the-wool computer tech- 
nicians, interested only in end results via 
the fastest route, scream in anguish when 
we insist on controls of this type. Ad- 
mittedly the cost of establishing these con- 
trols will be substantial but they can and 
must be established. 

Once again, the need for the establish- 
ment of such controls will bring about the 
printing out of information for the sole 
purpose of audit and control. The amount 
of printing out for this purpose alone, 
however, should not be exaggerated. In 
actuality, many records which are not es- 
sential to getting the job done from the 
computer expert’s point of view will be 
printed for other purposes. 

Both auditors and businessmen need 
certain historical records, such as journals, 
cash books, ledgers, details of balances, 
and analyses of movements. For example, 
there are relatively few credit men who 
would not demand information as to ac- 
tivity within an account before passing on 
extension of further credit. It is hard to 
believe that a credit man would rely only 
on the current balance that the computer 
might be programmed to produce. 


lll. Making certain that the processing 
procedures are such that we are getting 
the desired answers. In our preliminary 
thoughts concerning the problems that 
might arise in auditing computer system 
operations, this area seemed the most mys- 
terious and appeared to be the most diffi- 
cult to solve. As it has turned out, the so- 
lution to this problem is the simplest of 
the three. By checking out all program- 
ming in detail, using a presclved problem, 
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the correctness of the program can be 
established with relative ease. Of course, 
it is essential to keep advised of all pro- 
gram changes that are made before they 
are made and test them out in the same 
manner. Further, by running test samples 
at judiciously chosen times during the 
year, another check can be made. It may 


be difficult in the beginning for some of us 
to have the faith in the computer opera- 
tion that is essential if we are to believe 
the results we obtain. However, in this 
field, as in the most complicated tabulat- 
ing installations, judicious use of the sys- 
tem itself can produce even better results 
for the auditor. 


A PROGRESS REPORT ON PRESENT STATUS AND EXPECTED DEVELOPMENTS 


The major points under this heading are: 


The need for refinement of input and output. 
The growing importance of special-purpose equipment. 
Economics (that is, costs and benefits) of computer systems. 


The need for refinement of input and 
output. What is really needed is the im- 
provement and refinement of input re- 
sulting from a clearer definition of output 
requirements—specific kinds of data 
wanted, how much, and for what purpose. 

The typical situation in business is lack 
of key information, nonintegrated report 
structure, and a hodgepodge of bits and 
pieces of information. Even those who 
have highly developed cost systems and 
well-organized budgets are avalanched 
with an indigestible amount of informa- 
tion which one either ignores or is en- 
slaved by. 

Despite the vast amounts of informa- 
tion which we have, frequently critical 
bits of information are missing making 
major parts of what has been gathered 
valueless. 

Why is specific and clear-cut definition 
of output requirements important ? 


1. Operations in both business and gov- 
ernment are growing in size and com- 
plexity. In most jobs of any size, one 
must depend upon summaries and care- 
fully selected reports. Very few people 
can go on as they have in the past— 
knowing everything about each seg- 
ment of work in complete detail. 

. A major part of the action in the field 
is going to have to be decentralization 
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of authority. This factor will add a new 
problem to the list—the need for eval- 
uating performance. This requirement 
will make it necessary to be specific 
about the desired results to be reported. 


Our concern, then, is the evaluation and 
reconstruction of an assortment of ac- 
counting and statistical material, coupled 
with information resulting from applied 
mathematics-operations research, into an 
exact body of management intelligence. 
This problem is simply stated, but it is a 
difficult job to solve it. 

We must look, first, at the desired re- 
sults—that is, output. Management's pri- 
mary concern should be to know specifi- 
cally and clearly what it wants. 

There is a pitfall, however. If you do 
not go about the problem as stated but 
concentrate on getting more information 
faster, you are going to find yourself knee- 
deep in reports, unable to find key infor- 
mation and a slave to the computer sys- 
tem. 


The growing importance of special-pur- 
pose equipment. When you get down into 
the subject of input and output and begin 
to worry about the handling of these docu- 
ments, the next subject becomes pertinent 
—the developments in peripheral equip- 
ment, the general-purpose computers and 
the growing force of special-purpose com- 
puters. To us this is probably the hottest 
battle in the field today, the general-pur- 
pose computer versus special-purpose com- 
puters. 

First, let’s spend some time on the gen- 
eral-purpose computers and_ peripheral 
equipment. In general, I think we can 
look ahead to seeing reductions in both 
size and cost in computers. Substituting 
transistors for vacuum tubes, alone, makes 
for major size-reduction, lessens the need 
for air conditioning and will result in con- 
siderable changes in price, we believe. 
Printed circuits, when available, are also 
going to cut costs. 

There are a number of other things that 
are coming along as we look at the various 
special-purpose elements. Let’s talk first 
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about these special-purpose elements in 
connection with szput. Later on, we will 
touch upon developments in sorting, 
rapid-access storage and printing proc- 
esses. 

The biggest thing in this field to us is 
a direct sensing of characters. Whether it 
is going to be primarily magnetic ink that 
is to be used, or the regular hard copy, or 
fluoroscopic process, is somewhat in debate 
at the moment. Quite obviously there are 
major advantages to being able to read any 
typewritten copy. There are other advan- 
tages to reading magnetic ink. 

You have run into trouble with type- 
written copy, up to the present time, be- 
cause of blurs and grease smears. The mag- 
netic ink is almost impervious to these. 
We will talk about one particular instal- 
lation using magnetic characters a little 
later in more detail. 

Of course, a number of other things are 
either well along the way or coming: high 
density recording on tape, increased speed 
of feeding both cards and tapes, and paper 
to magnetic tape conversion, among others. 

Very closely tied to these developments 
is the sorting problem which is the most 
time-consuming operation in paperwork. 
Merging and collating the number of 
pieces to be put through a computer to do 
a relatively simple sorting job may result 
in as many as 64 passes through the sys- 
tem, maybe more. It is actually cheaper, in 
most cases, to sort by using punched cards. 
However, our long-range aim—despite 
some of the manufacturers in the field— 
is to get rid of punched cards. We cer- 
tainly do not want to create punched cards 
for the purpose of sorting. 

There is equipment under development 
and some in use in which tape sorters op- 
erate separately from the computer. This, 
it seems to me, is the answer to this prob- 
lem, at least for now. 

Rapid-access storage is one of the major 
problems and it is closely allied to sorting. 
Quite obviously, the very best form of 
tapid-access storage is a magnetic core 
memory. It is composed of hundreds of 
thousands of tiny ferrite cores, each of 
which stores one bit of information. These 
bits are combined into small groups to 
tepresent a single digit or character. Any 
character stored in memory can be reached 
in only 17 millionths of a second on one 
piece of equipment now on the market. It 
is the fastest, but it is also the most expen- 
sive form of storage. No doubt as volume 
goes up, automation in factories will make 
these considerably less costly, but right 
now the costs are due primarily to labor in- 
Volved in assembly and not to material. 

There are a number of special-purpose 
devices for rapid-access storage which may 
be used in conjunction with general-pur- 
pose equipment which are in various 
stages of development. There is RAM, 
which the Potter Instrument Company is 
building, where they have 200 million 
digits, any one of which is available within 


a second. The tape drum by the Clevite 
Corporation is a 20 million-digit device 
with access available in five seconds. The 
IBM, the so-called Jukebox or #305, with 
storage of five to six million per unit, pro- 
jects access to any digit within one-half 
second. Actually, right now, though, high 
storage plus high speed mean high cost. 
As we get further along, this situation 
must change and rapid-access storage will 
become much less expensive. 

While there are a number of develop- 
ments taking place in the area of output, 
there is one that is particularly pertinent 
to this discussion—that of improvements 
in the printing process, getting hard copy 
out of the machine. 

Basically, while there are a number of 
variations in processing there are two basic 
classifications of printing; one is electro- 
mechanical and the other is electron opti- 
cal. 

Classed as electro-mechanical systems 
are five separate methods. These are: 


1. Single action typewriter ; 

2. Line at a time printer ; 

3. “On the fly” printer, with constantly 
revolving type wheels ; 

4. Matrix printer, which forms characters 
by selective operation of hammers 
which produce dots; and 

5. Bar and helix printer, using the facsim- 
ile principle. 


The speed of electro-mechanical print- 
ing presently runs between five lines per 
minute and one thousand lines per min- 
ute. A number of companies—at least 
four—have announced a thousand-line-a- 
minute printer or 900. At least one of 
these companies has one that works. 

The electron optical printer is a differ- 


ent process. In fact, it will print a page at 
a time from something very like the face 
of a television tube. This is in the develop- 
mental stage. The characters are still 
somewhat fuzzy, but those who know 
about it seem to feel encouraged about 
this electron optical method. It would ap- 
pear that we might get speeds of over 
two thousand lines a minute. 

Let’s review briefly what our computer 
components are (there are just five)—in- 
put, storage, arithmetic processing, con- 
trol, and output. When you make enough 
changes in enough of these elements you 
get fairly close to the special-purpose com- 
puter. 

Before talking about the special-purpose 
computers, as such, it might be well to 
look at the development of general-pur- 
pose computers. They were developed. 
primarily to handle complicated scientific 
data in which input and output were not 
the chief issue but the real problem, rather, 
was speed of processing time. In those 
first scientific computers, which are the 
basis of most of the large computer sys- 
tems on the market, input, output, and 
storage were each found inadequate for a 
great number of high-volume business 
problems. 

The peripheral equipment mentioned a 
little earlier, plus a great deal more, is go- 
ing a long way toward adjusting these in- 
adequacies. For some time, though, we 
will continue to hear the phrase that a cer- 
tain business problem is ‘‘input-limited” 
or ‘“output-limited’” or “storage-limited’”’ 
—meaning that one could program the 
thing much faster if it were not for limi- 
tations in this one particular element. 

The discussion up to this point, under 
the second major heading, has been con- 
cerned with the developments in special- 





“What do you mean, nursemaid? I’m vice 
president in charge of the new project!” 
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purpose elements or peripheral equipment 
and with general-purpose computers. As 
mentioned earlier, there is much being 
said today on the subject of the general- 
purpose vs. the special-purpose computer. 

I would like to spend just a few minutes 
talking about one particular special-pur- 
pose computer with which we are partic- 
ularly familiar, and that is ERMA. ERMA 
stands for Electronic Recording Machine- 
Accounting. About five years ago, the 
Bank of America decided that no one else 
was going to solve one of their problems 
for them so they would have to solve it 
themselves. The problem in question was 
the handling of the mountains of checks 
that come into the banks—primarily, all 
the sorting and posting. They hired Stan- 
ford Research Institute to do the design 
work and underwrote the cost for building 
a special-purpose computer to fit their par- 
ticular problem in the bank. 

Under this system, when the customers 
of the bank receive their check books, their 
names and addresses will be printed on the 
face of the checks. A code number repre- 
senting their branch and account number 
will be printed on the reverse side in mag- 
netic ink. When a check comes in to clear 
the bank, all that has to be keyed into this 
check is the amount. This is a major re- 
duction in human handling, because as 
soon as the amount is keyed into the check, 
the entire operation from there on in— 
posting to accounts, sorting, even catching 
stop payments, preparing the customers’ 
statements, and actually, even figuring the 
service charge based on the activity in the 
account—will be done completely auto- 
matically. 

This is quite a device. The Bank of 
America determined that it did not want 
to be in the manufacturing business; 


e e . * . e e e e e 


neither did Stanford Research Institute. 
They asked a number of people—manu- 
facturers in the electronics field—to give 
them a bid on the patent rights and on 
what they would charge to manufacture 
37 of these machines for the Bank of 
America. After these first 37 are com- 
pleted, the manufacturer will be free to 
construct as many as he likes and to sell 
them wherever he likes. 

Texas Instruments Inc., which is the 
largest maker of transistors in this country, 
had been thinking about breaking into the 
field and was much interested in this proj- 
ect. Texas Instruments called us in; these 
were their pertinent questions: 


W hat is the real market here? 

Is the situation at Bank of America un- 
usual, or is it typical of all banks? 

Will all major banks be able to use this 
equipment ? 


This is your basic problem with special- 
purpose computers. If you make it too spe- 
cial-purpose, it is not uniform and flexible. 
Therefore it is going to be expensive to 
manufacture. The computer was specifi- 
cally designed to handle the Bank of 
America’s problems, which are pretty uni- 
form through their branches, and from 
the standpoint of volume means about 
8/10 of an item; that is to say, less than a 
check or deposit per account per day. 

We found many banks running 40 items 
per account per day. This kind of situation 
could be handled on ERMA, but not eco- 
nomically. The results in clerical cost sav- 
ings just weren't there. 

This points out several things, but the 
major point is that the big barrier to the 
development of a special-purpose elec- 
tronic computer system is going to be how 
much real volume the manufacturer can 





















































“It started out a few years ago as a little 
card index to keep track of my borrowed tools” 
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get, and hence how much he can lower his 
costs. 

A general-purpose system, for almost 
any single problem put on it, is wasteful! to 
some extent. There are parts of the system 
that are not contributing, and it seems un- 
economic to go through the manufacturing 
cost of putting such equipment into your 
computer system. Yet you have to match 
the unneeded elements for individual 
problems against the volume that you can 
do in the combination of problems you 
face and get costs of general-purpose com- 
puters as opposed to special-purpose com- 
puters. It is not an easy decision. 


Economics of computer systems. The 
least understood subject in this field is the 
economics of the situation, and I am go- 
ing to write bluntly here. We have found 
only two general exceptions to the over-all 
statement that computers are not going to 
save any money in cutting clerical costs. In 
general, large utilities’ and some insurance 
companies’ operations will show a net sav- 
ings, if well programmed, by installation 
of computers and by shearing off clerical 
help. However, at the present state of the 
art, very few other people are going to 
save any money, as such, through savings 
in staff, by installing computers. 

The biggest exponents of the computer 
field, the people who do the most talking 
about it, have said at times the push-but- 
ton world of tomorrow is here today. We 
made a study of 25 major oil companies 
and their activities in the computer field. 
There is considerable activity in this in- 
dustry. We found very few cases of proved 
economic justification of computers. 

Our clients are interested in computers 
and we are recommending them, but for 
different reasons than cold dollar-savings 
in clerical personnel. I am certainly not 
against computers. I am against specious 
reasoning in deciding to order, and I am 
against ordering in order to “keep up with 
the Joneses.” If you can see clearly that 
you can manage your operations substan- 
tially better because of more timely or bet- 
ter information resulting from computer 
installations, go ahead. Just be sure you 
are getting better information quicker, and 
not just more information. 

There is one basic point that I would 
like to leave with you, which I think is ex- 
emplified in a Hindu fable: “Once upon a 
time a Hindu sage was granted by Heaven 
the ability to create clay men. When he 
took earth and water and fashioned little 
men, they lived and served him. But they 
grew very quickly and when they were as 
large as himself, the sage wrote on their 
foreheads the word ‘dead,’ and they fell 
to dust. One day he forgot to write the 
little word on the forehead of a full- 
grown servant, and when he realized his 
mistake the servant was too tall. His hand 
could no longer reach the slave's forehead. 
This time it was the clay man who killed 
the sage.” 
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The Key to a Productive 
Executive Incentive Plan 


Arch Patton 


HE EXECUTIVE BONUS has become a 

major weapon in industry's competitive 
struggle. Half of the companies listed on 
the New York Stock Exchange have exec- 
utive bonus plans, and the number using 
this incentive device has doubled in the 
past decade. Even more important is the 
improvement in the quality of bonus plan 
administration that has occurred in recent 
years. 

Evidence bearing on the increasingly 
effective use being made of executive in- 
centives is obscured by the secrecy that 
shrouds management compensation, as 
well as #fe long-term nature of the gains 
in operating ,results racked up by bonus- 
sharpened executives. However, there are 
sound reasons for believing that the in- 
creased profit productivity of bontis plans 
today stems fggf two main soyrces: A 
basic change in top management’s attitude 
toward bonus payments and vastly im- 
proved administration. 

Until quite recently, a major Segment, of 
top management regarded bonuses as, a 
means of providing extra compensation 
for executives. This usually meant profit- 
sharing plans, with bonus payments made 
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in direct proportion to salary. The theory 
behind profit sharing, of course, is that a 
man’s salary measures his opportunity to 
contribute to company profits, hence bo- 
nuses should relate directly to salary. It also 
assumes that the productivity of each man 
will be equal in terms of opportunity. Un- 
fortunately, the facts do not square with 
the assumption. Some executives are more 
productive than the average, others are 
less productive. This means that when 
bonuses are paid in direct proportion to 
salary, the outstanding performers are not 
adequately rewarded, and the poor per- 
formers are overly rewarded. And this is 
incentive in reverse! 

One compelling reason for manage- 
ment’s penchant for the profit-sharing ap- 
proach has resulted from an inability to 
appraise the performance of individual ex- 
ecutives with any accuracy. Until recently, 
accounting systems were designed to re- 
cord results, not assign responsibility for 
these results. The =a adoption of 
standard costing, with its emphasis on con- 
trols at major responsibility centers— 
which permits setting functional goals, and 
measuring results—is of recent vintage. 
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A CHANGE IN ATTITUDE 

A number of factors combined to 
change top management's attitude toward 
the profit-sharing concept. The return of 
competition following World War II and 
post-war booms disclosed the uneven qual- 
ity of executive performance and raised 
serious questions as to the wisdom of sal- 
ary-based bonuses for executives. The ef- 
fectiveness of executive incentive plans— 
with bonus payments related to the contri- 
bution of the individual executive—in de- 
veloping profit-oriented executives has 
been dramatically demonstrated by the net 
income figures of such practitioners as 
General Motors, du Pont, and others. 
(The recent announcement by General 
Motors that 1955 profits topped $1 billion 
makes it the first company in history to 
pass this fabulous milepost. Those in a po- 
sition to judge give considerable credit for 
this result to General Motors’ widely cop- 
ied incentive plan which has been whet- 
ting the competitive appetite of its execu- 
tives for more than 30 years. ) 

Decentralization provided considerable 
impetus to the swing away from the profit- 
sharing approach. Top management of 
newly decentralized companies frequently 
finds it more effective to reward divisional 
executives on some basis that relates to the 
performance of their division. Profit shar- 
ing does not have this flexibility ; incentive 
compensation does. Coinciding as decen- 
tralization has with the development of 1n- 
creasingly effective accounting tools for 
judging functional results, such as stand- 
ard costs and variable budgets, it appears 
to have speeded the acceptance of the in- 
centive bonus plan. 

A less tangible factor, but one that may 
have contributed importantly to the swing 
to incentive bonuses, is the slowing down 
that has occurred jn the promotion rate in 
industry. In the war and post-war yeafs, 
some fantastic promotion records were €s- 
tablished. One company built its field or- 
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ganization from 180 branches to over 400 
in a six-year span. During this period, the 
average executive in the branch organiza- 
tion was promoted at the rate of once 
every 15 months. 

This rapid rate of promotion often 
tended to obscure the fact that salaries 
were not keeping pace with the general 
rise in industry compensation levels. But 
promotion is a powerful incentive, and 
will normally overcome any loss of initia- 
tive in the executive group due to minor 
salary deficiencies. 

When a slow-down in the promotion 
rate occurs, however, it frequently be- 
comes necessary to inject some new incen- 
tive into the compensation structure. The 
incentive bonus, with its flexibility, has 
been increasingly used to fill the motiva- 
tional gaps left by the receding tide of 
promotions accompanying a maturing 
manufacturing or distribution pattern. 


FROM “SHARING” TO “EARNING” 

The fundamental change in manage- 
ment thinking from bonus “sharing” to 
the incentive-oriented “‘earning”’ concept 
of bonus payment has accentuated the 
need for more effective administration. If 
the mathematics of salary relationships are 
to be replaced as a bonus determinant by 
performance-based allocations, a practical, 
consistent approach to administration as- 
sumes critical importance. 

An article of mine which appeared in 
the Harvard Business Review five years 
ago reviewed developments in executive 
incentive plans up to that point. The most 
significant conclusion reached was that a 
majority of the incentive plans then in op- 
eration failed to achieve their avowed pur- 
pose of motivating executives to increase 
company profits. A good many reasons for 
this failure to provide incentive were 
noted, but poor administration was the 
key. According to this study, top manage- 
ment generally was unable, or unwilling, 
to choose between the outstanding and 
poor performers when it came to making 
bonus awards. 

In the years that have passed since that 
article was written, a great deal more is 
known about what goes on behind the 
“Paper Curtain” of SEC reports, proxy 
statements and annual reports that sur- 
round the administration of executive in- 
centive plans. The key element appears to 
be that the “leadership managements,” 
whose actions precede major development 
in industry generally, have come to recog- 
nize the competitive advantages of an in- 
centive bonus plan. A majority of this 
group are making determined efforts to 
improve their administrative skills in mak- 
ing bonus awards. In other words, the 
profit-sharing approach of a few years 
back is giving way toa reward-and-penalty 
approach, with its emphasis on the per- 
formance of the individual executive. 

As a result of this concentration on im- 
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“Your suggestion could be very 
profitable to us, Ferguson—provided we can 


persuade our competitors to adopt it 


proving administrative approaches in the 
operation of executive incentive plans, 
notable advances have been made. Nat- 
urally enough, gains are uneven. Some 
companies have attained a higher level of 
administrative effectiveness than others, as 
experience greatly improves administra- 
tion. However, even the most advanced 
can learn from the pioneering efforts of 
others in specific phases of the broad prob- 
lem of financially motivating executives. 

A review of the techniques used in in- 
centive plan administration by a sub- 
stantial cross section of companies offers 
convincing evidence that certain admin- 
istrative approaches are critically impor- 
tant to a successful incentive plan. It is 
the growing recognition of these suc- 
cess-breeding elements in incentive plan 
administration at top-management lev- 
els that has enhanced the competitive 
value of this device. 


THE IMPORTANCE OF ENVIRONMENT 

The most important single factor in 
an effective incentive plan might be 
termed the “competitive aptitude” of 
the chief executive. Industry's closets are 
bulging with the skeletons of incentive 
plans that died because the chief execu- 
tive was unable to create the competitive 
environment necessary for a long and 
useful life. His leadership establishes the 
environment in which the plan operates. 
If he sets high goals for the company, 
and insists on their attainment, the 
foundation for a competitive environ- 
ment is being built. If he promotes and 
compensates his subordinates on the 
basis of individual performance, with a 
minimum of expediency where the 
“good old Joes” on the staff are con- 
cerned, the environment is likely to be 
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most conducive to a productive incen- 
tive plan. 

A competitive environment is more 
difficult to create in some industries than 
in others. At one end of the spectrum, 
for example, are the automotive and tex- 
tile industries, which are characterized 
by design and color styling, rapid tech- 
nological change of productive facilities, 
critical inventory and pricing problems. 
Poor management in any of these areas 
has a direct and devastating impact on 
profits. By the same token, good man- 
agement can materially improve profits. 
At the other end of the competitive spec- 
trum, by contrast, are the public utilities 
and railroads. Style and inventory prob- 
lems are minimal, technological change 
is slow, and pricing is a responsibility 
shared with government. Even more sig- 
nificant, perhaps, the impact of poor or 
good management on profit tends to be 
less important on a short-term basis than 
economic factors. 

As a result of this condition, manage- 
ment in the automotive and textile in- 
dustries lays great stress on individual 
performance, and has developed reason- 
ably satisfactory means of judging indi- 
vidual results. The utilities and rail- 
roads, on the other hand, tend to think 
of teamwork rather than individual per- 
formance. Just as it is difficult to gauge 
the speed and efficiency of ships in a 
war-time convoy, which moves as fast as 
the slowest vessel, so teamwork manage- 
ment faces the prospect of slowing down 
to match the least effective man on the 
team. The resulting “syndicated man- 
agement” makes individual performance 
appraisal unusually difficult in this type 
of industry. 

(Continued on next page) 
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While a competitive environment is 
somewhat easier to create in industries 
that look to the individual rather than 
the ‘‘team’’ for action, it still must be cre- 
ated through conscious effort. The chief 
executive must initiate this environ- 
ment, and keep it alive. On the other 
hand, it is possible to develop a highly 
competitive environment even in the rel- 
atively cloistered confines of the public 
utility industry, as one dynamic utility 
president has been proving for years. It 
is simply that the competitive aptitude 
comes more naturally, hence more fre- 
quently, at one end of the competitive 
spectrum than in the other. 


THE NEED FOR A BONUS PHILOSOPHY 
Successful incentive plan administra- 
tion usually involves a consistent appli- 
cation of a sound philosophy. Long-es- 
tablished plans have had the time to evolve 
a philosophy understood by a majority of 
the eligible executives. Experience clearly 
indicates that newly established plans 
run a major risk of failure in the early 
years through inconsistent, vacillating 
action. To be sure, there is a two- or 
three-year “honeymoon” for a new 
bonus plan, during which executives are 
sizing ap whether top management 
really rewards the outstanding pro- 
ducers. But at the end of this period, 
unless a consistent pattern of reward- 
and-penalty emerges, or if top manage- 
ment’s bonus actions belie their words, a 
nonproductive plan is highly probable. 

The time-span needed to develop a 
practical philosophy can be materially 
shortened by thinking through, in 
writing, a bonus philosophy that meets 
the needs of the individual company 
before putting an incentive plan into 
effect. The results attained by a number 
of leading companies that have taken the 
time to develop a sound administrative 
philosophy before launching an incen- 
tive plan point to the validity of the 
concept. 

Some of the elements of incentive plan 
administration covered by pre-planned 
philosophies that the writer is familiar 
with are as follows: 


1. The number of executives eligible to 
receive bonuses. Great care should be ex- 
ercised in determining the size of the eli- 
gible group for it is easier to add executives 
in the future than eliminate them. It is 
safer to gain administrative experience 
with a limited number of top-level execu- 
tives. The deeper the penetration of eli- 
gibility into the organization the more 
difficult the judging of individual per- 
formance, hence the greater the risk of 
failure. 

2. Participation versus eligibility. The 
fact that an executive is eligible to receive 
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a bonus does not mean he must receive one. 
Eligibility offers opportunity, but partici- 
pation—or the receipt of a bonus—should 
depend on the contribution made by the 
individual executive. 

A variation in the size of the fund might 
well mean a substantial change in the num- 
ber of participants. An unusually small 
fund, for example, should reduce the num- 
ber of participants to prevent the bonus 
fund from being spread too thin to be 
effective as an incentive. In unusually big 
bonus years, participation performance 
standards might be relaxed. 
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3. Think through what the salary and 
the bonus represent. A sound approach is 
for salary to represent the long-term value 
of the job to the company, while the bonus 
measures the relative short-term contri- 
bution of the individual. The bonus should 
be large enough in a good year to provide 
real incentive, and the salary should repre- 
sent at least fair relative value for the job. 
Low salaries or unbalanced salary relation- 
ships can be dangerous to a new incentive 
plan, for the tendency to use the bonus to 
offset salary deficiencies—rather than re- 
ward performance—is a natural one. 

4. Proportion of salary to bonus. There 
is evidence that different bonus percentages 
to salary should be set for different levels 
of management to recognize that upper- 
level executives carry greater responsibility 
than salary indicates. Some companies up- 
grade the percentage limits of the bonus as 
the base salary increases so that, for ex- 
ample, an executive in the $40,000 salary 
group could anticipate a bonus of, say, 
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40-60% of salary while one in the $20,000 
group could expect one of 30-45%. The 
use of this salary ‘bogey’ means that the 
“average” executive in the higher salaried 
category would receive a higher per cent of 
bonus to salary, although the outstanding 
performer in the $20,000 group might re- 
ceive a higher bonus percentage than a 
relatively poor performer in the $40,000 
group. 

5. The failure to pay a bonus is as much 
of an incentive as giving one. The manage- 
ment giving rewards to each eligible ex- 
ecutive overlooks the fact that paying an 
unearned bonus is incentive in reverse (to 
the real contributors). This is a delicate 
area, and one that should be probed gin- 
gerly until adequate experience has been 
built up indicating the optimum relation- 
ship between reward and penalty. The 
“mix” will vary widely by industry, and 
vary between different profit levels for the 
same company. No matter what the mix, 
it will probably hold true that the executive 
who is always at the low end of the bogey 
range jeopardizes his prospects for pro- 
motion and, sometimes, retention. 

6. Should the entire bonus fund be paid 
out? On the assumption that the formula 
creating this is realistic, every effort should 
be made to “keep faith’’ with executives 
by paying them what they have earned. 
When the fund is clearly overstuffed, 
through no effort on management's part, 
adjustments are in order. If a fund is too 
small in a given year to provide ‘‘adequate” 
payments, it probably should be withheld. 
In such a situation the reasons for not pay- 
ing a bonus should be made clear to the 
executives. 


PERFORMANCE APPRAISAL NECESSARY 

As incentive plans have replaced the 
salary-oriented bonuses, the need of a 
sound basis for appraising individual per- 
formance has become acute. The great 
weakness in many so-called incentive plans 
is that lower echelon executives see little 
effort being made to measure their per- 
formance in terms of anything more basic 
than the color of their hair. When this 
occurs, these executives soon conclude that 
it is more important to be ‘‘politically ac- 
ceptable” than productive. 

Many executive bonus plans attempt to 
arrive at performance judgments by using 
appraisal forms that list leadership quali- 
ties, such as initiative, cooperativeness, re- 
liability, stability, effectiveness with sub- 
ordinates, etc. These are not performance 
criteria, and they provide little opportunity 
for factual judgment. Indeed, they lend 
themselves to svap judgments. Too often 
filling out rating sheets is handled on a 
mass production basis and ends up being 
a popularity contest. The incentive value 
of bonus money allocated on this basis is 
at least questionable, for such offhand 
judgment is not conducive to building ex- 
ecutive faith in top management's objectiv- 
ity or interest. 

(Contiued on page 432) 
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Research for 


Modern Controllership 


J. McCall Hughes 


N CELEBRATING its 25th Anniversary this 
| year, Controllers Institute of America 
shows the world that controllership is 
“here to stay’—that its functions are 
clearly defined and generally accepted, and 
that its place in top management is recog- 
nized and assured. These are the fruits of a 
quarter-century of effort. 

In slightly less than half that time, Con- 
trollership Foundation, Inc., research arm 
of the Institute, has demonstrated the value 
of research as a controllership tool. Tem- 
pered by use, improved through testing 
and redesign, the Foundation and its re- 
search program have achieved a high rate 
of coordination with the needs and objec- 
tives of the Institute and of Institute mem- 
bers. 

The Foundation has actually become the 
research arm of the modern controller, sup- 
plying him with facts and information 
which help him do a better controllership 
job. In his behalf, it develops instruments 
which are not obtainable from any other 
source. This concentration on studies 
which meet the individual controller’s 
needs did not “just happen’’: it is the re- 
sult of searching re-examination and re- 
appraisal, followed by organizational 
changes and modification in procedures, 
objectives and techniques. The story of the 
Foundation’s growth in service to the con- 
troller can be traced in terms of increasing 
integration of the research body with its 
founder member, Controllers Institute. 

Next to its date of incorporation, No- 
vember 29, 1944, the most important date 
in Foundation history is June 21, 1952, 
when the Joint Committee on Long-Range 
Research Objectives, representing both 
the Institute and the Foundation, submit- 
ted its far-reaching report. That document 
has become the bible, so to speak, of the 
Institute’s research organization and could 
well serve as a model for research objec- 
tives and programs in other fields. While 
the report included recommendations for 
aN Organizational structure to be adopted 
at that time, it recognized the need for 
future changes and the broad principles 
and objectives were so well defined that 


yA 


they can be adapted to other organiza- 
tional set-ups. 

The Committee was headed by F. S. 
Capon, treasurer, Canadian Industries 
Limited, Montreal, Canada. J. C. Ander- 
son, comptroller, Standard Oil Company 
(N.J.), New York, served as vice chair- 
man. Also serving on this Joint Committee 
were: A. L. Fowler, manager, Investiga- 
tions and Reports Department, Day & 
Zimmermann, Inc., Philadelphia; Robert 
N. Wallis, treasurer, Dennison Manufac- 
turing Co., Framingham, Mass.; G. B. 
Whitfield, controller, The Quaker Oats 
Co., Chicago; and A. L. Williams, vice 
president and treasurer, International 
Business Machines Corp., New York. 

The Joint Committee reviewed the var- 
ious ways in which the research problem 
had been approached since the Institute 
was founded. Their report, which covers 
this background very well, is worthy of a 
short synopsis. 

At the first meeting of the original 
Board of Directors of Controllers Insti- 
tute, the Committee’s report states, a Tech- 
nical Committee was set up to “study and 
report on procedures followed by con- 
trollers in various lines of industry.” This 
Committee also handled specific requests 
for technical information from members 





and asked members to’ submit resumes on 
subjects of particular interest. The Com- 
mittee was replaced in 1935 by a Research 
Council. 

The Research Council was to undertake 
far-reaching studies of a fundamental na- 
ture, under the direction of a Research Ex- 
ecutive Committee. Its activities, however, 
reverted to committee stature, becoming 
the Committee on Technical Information 
and Research. Its sole achievement was 
publication of the ‘Controllers Manual of 
Instruction,” in 1941. The inquiry answer- 
ing service was taken over by the National 
Office. 

When the Foundation was incorpo- 
rated, three years later, it was established 
as a separate, autonomous entity, with the 
Institute merely as a founding member. 
Other founding members were envisaged, 
but did not materialize. Funds were raised 
through voluntary subscriptions, although 
fees for four classes of members were fixed 
by the original by-laws. Nomination of 
trustees was vested in the founding 
members; since it was the only one such 
member, the Institute discharged this 
function, as it has continued to do ever 
since. 

“Although the Institute had control of 
the Board of Trustees,’ the Committee 











J. McCALL HUGHES, vice president and controller of Mu- 
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Institute’s National Planning Committee. He served as 
president of Controllership Foundation (1954-56) and is 
currently one of the trustees of the Institute’s research arm. 
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report observed, “there was no coordina- 
tion between the day-to-day operations of 
the Foundation and the Institute, and 
meetings of the trustees were insufficient 
to give adequate guidance to the staff. In 
order to achieve a degree of coordination, 
the managing director of the Institute 
was appointed secretary-research direc- 
tor of the Foundation in June 1948, and 
the technical committees of the Institute 
were asked to act in an advisory capacity to 
the Foundation, channelling through 
any proper subjects for research found 
to be too extensive for a committee of 
the Institute.” 

In 1949, the report pointed out, addi- 
tional steps were taken, although in that 





same year the directors of the Institute 
confirmed the separate corporate entity of 
the Foundation, the sole arbiter of what 
research to undertake and how to spend 
its money. In that year, it was decided to 
hold at least one joint meeting each year 
of the Institute directors and Foundation 
trustees, for discussing research; to send 
minutes of trustees’ meetings and Founda- 
tion financial statements to Institute direc- 
tors, and to appoint panels of Institute 
members to act in an advisory capacity on 
each research project. Concurrently, at- 
tempts were made to establish a Founda- 
tion committee in each local Control. 

In 1951, continuing toward integra- 
tion, the managing director of the Insti- 
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tute was given the same title in the 
Foundation; the president and chairman 
of the Institute became ex officio trustees 
of the Foundation, and a Research Com- 
mittee of Institute members was ap. 
pointed to screen and advise on research 
projects. In addition, to quote from the 
report, “many other routine steps were 
taken to improve the coordination be- 
tween the Institute and the Foundation.” 

Despite such measures, the Joint Com- 
mittee decided, the goal had not been 
reached. It therefore recommended, in es- 
sence (1) that the Foundation conduct it- 
self thenceforth as the research department 
of the Institute, although retaining its 
separate corporate identity; (2) that the 
organizational lines between the two 
bodies be clarified and strengthened, and 
(3) that the research programs of the 
Foundation fall within the area covered by 
the functions of controllership as devel- 
oped by the Committee on Ethics and EI- 
igibility Standards. 

This report was unanimously adopted 
by the Board of Directors of the Institute 
and the Board of Trustees of the Founda- 
tion. In keeping with its provisions, the 
Foundation established an Executive Com- 
mittee; appointed a full-time research di- 
rector—Herbert F. Klingman, who contin- 
ues in that post; adopted a comprehensive 
Research Policy, and set up a Long-Range 
Research Program in Controllership. These 
two documents are published on pages 415 
and 416, 

All Foundation reports, and especially 
those published since the Joint Commit- 
tee’s recommendations were implemented, 
dovetail with this policy. For example, 
“Management Planning and Control: an 
Annotated Bibliography,” and “Planning, 
Managing and Measuring the Business” 
come under the policy heading of “‘estab- 
lishing, coordinating, maintaining an in- 
tegrated plan for control of operations.” 

“Electronics in Business: a Descriptive 
Reference Guide,” and “Business Applica- 
tions of Electronic Machines: an Anno- 
tated Bibliography” come under ‘‘meas- 
uring performance against approved 
operating plans and standards, and te- 
porting and interpreting to management 
results of operations.” Current and fu- 
ture projects also mesh with this produc- 
tive policy. The same is true of the book 
digests, which have been issued regularly 
by the Foundation. 

It therefore seems that the research ac- 
tivity of Controllers Institute has reached 
the point where another examination of 
the organizational structure should be un- 
dertaken. All the recommendations of the 
Capon Report have been accomplished and 
the resulting integration of activities leaves 
the corporate entities of the Institute and 
Foundation separated only by a “papet 
wall.’ Maybe it is time to dissolve even 
that. 

One other question deserving intensive 
study and consideration at this time 1s the 
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method of financing research in the con- 
trollership area for controllers. Originally, 
it was anticipated that the Foundation 
would accept grants from other founder 
members and outside sources for research 
in certain areas. This was never done and 
actually when the opportunity has arisen 
the trustees have turned down such funds 
to be used for specific research. If this 

licy is to be continued and research is to 
be confined to the areas outlined in the 





“Policies” (and I think it should be), then 
it would seem possible that such research 
should be pate sn: by the Institute for 
the benefit of all members. 

The Research Policies, the Long-Range 
Research Program, the organization and 
the machinery for conducting research 
studies are in being. Today, they are being 
implemented adequately through the cor- 
porate structure and financing programs 
of the Foundation. I do honestly believe 





that they can operate more effectively and 
more efficiently for the benefit of all the 
members of Controllers Institute under 
a slightly revised corporate set-up and a 
moderately revised financing program. I 
look forward to even greater accomplish- 
ments in the research area to be made pos- 
sible when the recommendations of the 
Joint Committee of the Institute and 
Foundation, recently appointed to review 
the Capon Committee Report, are received. 














RESEARCH POLICIES 


As the research arm of Controllers Institute, the basic objective of Controllership Foundation is the furtherance 


of the arts and sciences of Controllership in all its branches, through research or otherwise. Research undertaken 


by the Foundation is designed to further this objective and is guided by the following stated principles and policies: 


1. AREA TO BE COVERED 


The research covered by the Foundation shall fall within the 
area covered by the responsibilities of Controllership as defined 
by the Institute: 


To establish, coordinate and maintain, through authorized 
management, an integrated plan for the control of operations. 
Such a plan would provide, to the extent required in the business, 
cost standards, expense budgets, sales forecasts, profit planning, 
and programs for capital investment and financing, together with 
the necessary procedu res to effectuate the plan. 


To measure performance against approved operating plans 
and standards, and to report and interpret the results of operations 
to all levels of management and to the owners of the business. 
This function includes the design, installation and maintenance 
of accounting and cost systems and records, the determination of 
accounting policy and the compilation of statistical records as 
required. 


To measure and report on the validity of the objectives of the 
business and on the effectiveness of its policies, organization 
structure and procedures in achieving those objectives. This in- 
cludes consulting with all segments of management responsible 
for policy or action concerning any phase of the operation of the 
business as it relates to the performance of this function. 


To report to government agencies, as required, and to super- 
vise all matters relatin & to taxes. 


To interpret and report on the effect of external influences on 
the attainment of the objectives of the business. This function 
includes the continuous appraisal of economic and social forces 
and of governmental influences as they affect the operations of 
the business. 


To provide protection for the assets of the business. This func- 
tion includes establishing and maintaining adequate internal con- 
trol and auditing, and assuring proper insurance coverage. 
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2. MAJOR EMPHASIS 


The major emphasis of research shall be in the management 
aspects and the techniques of Controllership. It shall be designed 
to aid in demonstrating the importance of planning and control 
techniques to management and the improvements which result 
from the proper use of these tools of management. 


3. COOPERATION WITH THE INSTITUTE 

This policy shall be effected by soliciting research ideas from 
Institute members, Institute committees, Institute staff and off- 
cers or any other sources. Proposals will be screened through the 
Research Director and the Executive Committee of the Founda- 
tion and, if deemed desirable, a vote of preference from the en- 
tire membership may be obtained. 


4. INTERCHANGE OF FACILITIES 


The Foundation may request committees of the Institute to aid 
in specific research projects and it may ask Institute members to 
serve on Panels for guiding specific projects. The Institute and 
its various committees may in turn request the Foundation to pro- 
vide research assistance in assembling information and studying 
specific problems. 


5. SCOPE OF REPORTS 


The Institute membership represents a wide diversity of in- 
terests both as to type of business and type of responsibility. It 
would be virtually impossible to produce a report which all mem- 
bers of the Institute would find useful. For this reason the Foun- 
dation does not attempt to appeal to the entire membership with 
any single report. Rather, the policy purports to develop coor- 
dinated programs whereby a series of projects will be undertaken 
over a reasonable period of time which, in the aggregate, will 
have widespread appeal and acceptance. 

In the preparation of reports and publications, the major ob- 
jective is to provide readable reports which are based on appro- 
priate research. 
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THE CONTROLLER 


A SUMMARY OF CONTROLLERSHIP FOUNDATION’S BASIC LONG-RANGE RESEARCH PROGRAM 


The elements of the Foundation’s Long-Range Research Program were based on recommendations 


of various bodies of Controllers Institute and discussions with individual members. This 


Program has been developed in the light of the official research policies approved by the 


Foundation’s Board of Trustees and the Board of Directors of the Institute, and is outlined below: 


A. Basic RESEARCH ON CONCEPT, TECHNIQUES AND PRACTICE 
I. Controllership—General Concept, Requirements, Practice 


2. Personnel Requirements for Controllership. 


3. 


The Controllership Function in Business. 


The Controller's Department—Organization, Personnel, 
Operation. 

The Coordinating Role of Controllership—Relations 
with Other Executives and Departments. 

Case Histories Covering More Than One Basic Function 
of Controllership. 


II. Establishing, Coordinating, Maintaining an Integrated 
Plan for Control of Operations 


aS 
2: 


The Concept of Management Planning and Control. 
Organization for, and Actual Management Planning and 
Control Practice. 


. Forecasting Business Conditions. 

. Setting Long-Range Goals. 

. Developing Intermediate Programs. 

. Budgetary Control. 

. Developing Standard Costs. 

8. Planning and Controlling Capital Requirements and Ex- 


penditures. 
Case History Studies of Management Planning and Con- 
trol Problems, Practices. 


III. Measuring Performance Against Approved Operating 
Plans and Standards, and Reporting and Interpreting to Manage- 
ment Results of Operations 


. Accounting Problems and Policy. 

. Organizing for Accounting and Reporting. 

. Systems and Records for Management Accounting. 

. Financial and Operating Reports. 

. Analysis, Interpretation and Application. 

. Integrating Accounting and Reports Policy and Opera- 


tions with Needs of Management and Operating De- 
partments. 


IV. Measuring and Reporting on the Validity of Objectives 
of the Business and the Effectiveness of Policies, Organization 
Structure and Procedures in Attaining Those Objectives 


a: 


Organization for, and Practice of, Analysis and Staff 
Consultation Functions. 

Appraising and Reporting on Validity of Company 
Goals, Objectives. 


WM Bw hm 
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3. Analysis of Company Organization, Policy, Procedures 


and Their Effectiveness for Reaching Objectives. 


4. General Research and Fact-Finding Activities. 
5. General Consulting, Advisory and Interdepartmental Ac- 


tivities. 


V. Reporting to Government Agencies and Supervision of 
Tax Matters 


1. Government Regulations, Reports and Reporting Re- 


quirements. 


2. Taxes. 
3. Government Procurement. 
4. Relation of Points 1-3 to Other Controllership Func- 


iions, Company Planning and Control Activities. 


VI. Protection of the Assets of the Business 


. Valuation Problems and Policy. 

. Accounting for Changes in Values. 
. Internal Controls. 

. Auditing. 

. Insurance Protection. 


6. Relation to Company Policy, Goals, Plans, Budgets, Fis- 


cal Requirements, Costs, Pricing, Profits. 


B. THE CONTROLLERSHIP FUNCTION OF INTERPRETING AND 
REPORTING ON DEVELOPMENTS INFLUENCING ATTAIN- 
MENT OF BUSINESS OBJECTIVES 


I. Internal Developments of Significance to Controllers 


1. Technological Changes of Significance to Controllers. 


2. Basic Developments in Company Organization, Admin- 


istration, Procedures and Operations of Significance to 
Controllers. ; 


3. Studies of the Controllership Problems Posed by Tech- 


nological and Administrative Developments and the Ac- 
tual or Suggested Solutions Developed by Controllers 
and Other Executives. 


II. External Developments Influencing Controllers’ Functions 
The Impact on the Controller's Functions of Actual or Prob- 


able Changes in— 


. Business or Economic Conditions. 
. Political or Governmental ‘‘Climate’”’ and Policy. 
. The Social Structure or Public Opinion and Attitudes. 
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HuGo POLTRONIERI, Chief Accountant 
Chas. Pfizer & Co., Inc. 
Manufacturing Chemists 


Brooklyn, N. Y. 


Traveletter is used 


by Nearly a Thousand Pfizer Salesmen. 


Traveletter 


. the better system for 
handling travel expenses. 


Descriptive Brochure on Request 


“We entered the Traveletter Plan over five 
years ago when we had less than 100 sales- 
men but facing a rapid change in and expan- 
sion of our distribution methods. Today, with 
nearly a thousand representatives in four 
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The Use of Charts for 


Budget Development 


F. W. Burton 


HE ACCOUNTING SUPERVISOR in a small 

company may have one of many titles 
treasurer, controller, chief accountant, ac- 
countant, office manager, or perhaps no 
title. His work and responsibilities can be 
as varied as can be his titles. In the course 
of his work day, he might touch on any of 
a number of jobs which probably would 
be handled by a specialist in a larger com- 
pany. At some time or another during his 
working day, he might be office manager, 
insurance manager, credit and collections 
manager, systems and methods analyst, 
office equipment buyer, statistician, budget 
director, and if he can find the time, an ac- 
countant. 

Because of his varied activities, he may 
not have been able to give as much atten- 
tion as he would like to various phases of 
accounting, such as fixed and variable costs. 
The purpose of this paper is to show one 
way it is possible to have a knowledge of 
fixed and variable costs with a minimum 
of expended time. A perfectionist may not 
be satisfied with the results obtained, but, 
to a busy jack-of-all-trades, the results can 
be very satisfactory and worth while. The 
information obtained can be sufficiently 
accurate so that it can be used to work with 
department heads and foremen in setting 
up budgets and working with management 





on make-or-buy decisions and pricing 
problems. The construction of a break- 
even chart will show pictorially the ex- 
pected effect of changes in pricing policy, 
changes in volume, and changes in costs— 


both fixed and variable. 


EXPENSE ACCOUNTS WITH 
FIXED AND VARIABLE ELEMENTS 
When we originally constructed our 
fixed and variable budget, we were fortu- 
nate in having a fairly detailed breakdown 
of expense accounts. From the year 1946 
and on, we had classified our expense ac- 
counts into approximately the following 
number of accounts: 





Expense No. of Accounts 
Factory Indirect Labor 30 
Factory Expenses 30 
Administrative Expenses 22 
Selling Expenses 18 
Other Charges 3 
Other Income 7 


Using the years 1949 and 1950 as base 
yeats, our sales ranged from 100% in our 
base years to 217% in the seven-year 
period from 1946 to 1952. This gave us a 
fluctuation in our sales and expenses over 
a fairly wide volume range. 
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Because some of our products are special 
and require up to six months to engineer 
and manufacture, monthly figures were not 
considered consistent enough to use. Con- 
sequently, for our purpose we used yearly 
totals. After establishing the periods that 
one is going to work with, the procedure 
is simple. 

We use letter-size sheets of graph paper 
for each expense account, using the vertical 
axis for expense dollars, and the horizontal 
axis for sales dollars. We then plot in the 
annual figures for the period 1946 through 
1952. Much to our surprise, the majority 
of expenses as plotted lent themselves to 
the drawing of a line representing the 
variable element of the expense and which 
bisected the vertical axis representing the 
fixed element of expense. 

The graph of factory supervision ex- 
pense, as shown in Exhibit A is an example 
of an expense account with the fixed ele- 
ment of approximately $43,000.00. You 
will note that we drew a line bisecting the 
years 1949 and 1950, and the years 1951 
and 1952. Over 50% of the lines we drew 
on approximately 100 graphs bisected the 
years 1949 and 1950, and the years 1951 
and 1952. As mentioned earlier, a pet- 
fectionist could take exception to the ac- 
curacy of our drawn lines. However, we 
contend that for our purposes the degree 
of accuracy is sufficient. 

The graph for overtime premium as 
shown in Exhibit B is an example of an 
expense account without fixed element. 
We drew a line again bisecting the same 
years as in our first example, but which 
does not bisect the vertical axis. 

The graph for depreciation on buildings 
as shown in Exhibit C is an expense ac- 
count wholly fixed. The line as drawn is 
almost horizontal, showing no variation 
with volume. 

It should be mentioned that we had a 
few graphs on which the points plotted 
were so scattered that it was impossible to 
draw a reasonable line. These exceptions 
were almost all 100% variable in nature. 
We arrived at a conclusion as to the way 
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yolume and plotted the line. 


CONVERTING GRAPHS TO 
DOLLAR FIGURES 

After our graphs were drawn, we con- 
verted them to dollars using three columns, 
one for the account, one for the fixed 
element of the expense, if any, and one for 
the variable element of the expense, if any. 
We tabulated our figures by departments so 
that we had departmental totals as well as 
the individual breakdowns for both fixed 
and variable expense as shown at right. 

The fixed dollar amount we read off 
the graphs at the point where the line 
bisected the vertical axis. The variable 
dollar amount we read off graphs as the 
expense at $10 million sales point, less 
fixed expense, if any. Thus, in Exhibit A 
the expenses at $10 million in sales is 
$141,000.00, less the fixed element of 
$43,000.00 equals $98,000.00 variable. 
For $100.00 in sales, the variable expense 
is then 98 cents. 

In Exhibit B the expense at $10 million 
in sales is $50,500.00, with no fixed 
element. The variable is then .505 per 
$100.00 in sales. 

Our material costs and direct labor costs 
were calculated in the same manner. 


LABOR EXPENSE COSTS 
VS. PERSONNEL COUNTS 

Our next step was to double-check our 
labor expense costs by various accounts 
against the personnel counts we felt that 
we should have at the sales dollar level of 
our two base years 1949 and 1950. This 
we accomplished by determining from our 
columnar recap of fixed and variable ex- 
penses what these costs would be by ac- 
counts at our base years’ sales level. We 
had previously determined what our per- 
sonnel should be by account if we were to 
have the same sales volume as in our base 
years. We then converted the personnel 
counts into labor costs at current labor rates 
and compared these figures with the costs 
as developed by the graph method. 

In comparing the labor costs de- 
veloped by personnel with the labor costs 
developed by a graph, we found some dis- 
crepancies. For example, our inspection 
costs as developed by graph were much 
higher than our inspection costs as de- 
veloped by personnel. The reason for the 
difference was the fact that management 
had decided to place more emphasis on 
inspection and quality control; conse- 
quently, the personnel that we had in our 
base years in our Inspection Department 
were not now sufficient to do the neces- 
sary inspecting, and maintain the quality 
control that Management now wished, so 
that it was necessary for us to increase our 
base personnel count to reflect the change 
iN our inspection and quality control pol- 
iy. In other types of labor expense ac- 

(Continued on next page) 


we thought the costs should react with 





Account 


Production Planning—Labor 
Movement—Labor 
Stockrooms—Labor 


Production Labor 


Crating Expense 
Shipping Expense 


Total Production Department 


EXHIBIT A 


Sales In Millions 


EXHIBIT B 


Sales In Millions 
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DEPARTMENT—PRODUCTION 





Expenses 
Variable, 
Fixed Per $100 in Sales 
$ 44,000 $ .886 
8,000 1.208 
15,000 .302 
$108,700 $3.526 
$ 10,300 $ 516 
$ 1,700 $ .034 
$ 16,800 $ .550 
$125,500 


FACTORY SUPERVISION 


FACTORY OVERTIME PREMIUM 


$4,076 
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counts, we found that our labor costs had 
increased out of proportion to the increase 
that they should have reflected. In these 
cases, we scaled down our fixed and vari- 
able costs as worked out on our graphs to 
what they should be as worked out through 
our personnel counts. The net effect was a 
reduction in the over-all fixed and variable 
expenses as we had originally computed 
them by graph. After we had rechecked our 
labor expense figures and made the adjust- 
ments we felt were called for, we then ex- 
amined our other expense accounts and 
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made adjustments in the fixed and variable 
costs as previously determined, based on 
our knowledge of present conditions and 
any changes that occurred over the period 
of six or seven years which affected the 
various expense accounts. 

Bear in mind that this work to date had 
all been done in the Accounting Depart- 
ment, and as yet there had been no dis- 
cussion with management, department 
heads, or foremen as to the costs which 
we were developing. 

When we felt that we had made all 
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necessary adjustments to our fixed and 
variable expense figures, we then tabu- 
lated them by expense classification, re- 
capping them by responsibility; that is, 
recapping those which were the respon- 
sibility of the personnel manager, the sales 
manager, the chief engineer, controller, 
etc. 

We constructed a break-even chart by 
pointing off the total fixed costs of the 
company on the vertical axis of a graph and 
plotting in several points of variable costs, 
and drew in our variable costs line, bi- 
secting the vertical axis at the fixed cost 
point. We drew in our sales line at a 45° 
angle, and at the same time worked out our 
break-even point mathematically. 

Our sales manager provided us with a 
sales forecast for the coming year, which 
we checked over and felt to be reasonable. 
We worked up a profit and loss budget 
based on the sales forecast and were then 
ready to make use of the information 
which we had developed. 


DISCUSSING THE PROPOSED BUDGET 

In the discussion with the president and 
treasurer, it was decided to set up meetings 
comprised of the president, treasurer, con- 
troller, and each responsible department 
head to discuss each budget and to arrive at 
an agreed budget for each expense classifi- 
cation. We set up a timetable for these 
meetings in order that the necessary work 
and agreement be completed well before 
the next fiscal year. A meeting of short 
duration was called with department heads 
in order that the proposed plan be ex- 
plained. Department heads were provided 
with all the information that we could give 
them on the various expenses for which 
they were responsible. At the budget meet- 
ings with each department head, we went 
over the expenses account by account and 
agreed on a budget figure based on the 
sales forecast as given by the sales manager, 
and also agreed on how it was expected 
that the various expense accounts would 
run with changes in sales volume. 

These meetings lasted over a period of 
approximately six weeks, and as much 
time was devoted to each expense as was 
necessary to reach an agreement that was 
satisfactory to the men present at the 
various discussions. Because we had done 
our ground work well, and were able to 
double-check our labor fixed and variable 
costs by comparison with our personnel 
accounts, we arrived at full agreement with 
all department heads with only nominal 
changes in the figures we presented. How- 
ever, each expense account had to be ex- 
plained, the figures had to be justified, and 
although there was not too much in the 
way of final change in the figures as pre- 
sented, it took a month and a half to finally 
reach full agreement. 

There was a substantial amount of 
change, however, in the ensuing two- to 
three-month period as the supervisors and 
department heads reshuffled..their lineups 

(Continued on page 431) 
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THE POTENTIAL LEADERSHIP ROLE OF THE CONTROLLER IN 


Personnel Administration 


Clare Fraser 


ERSONNEL ADMINISTRATION today is 
Fone of the great and rapidly growing 
aspects of the so-called management move- 
ment. Very broadly it deals with people 
at work, or with people as people, irre- 
spective of their work. As an aspect of 
management (as distinct from owner- 
ship), it became identified first in the pio- 
neer work of industrial engineers such as 
Taylor and Gilbreth. Those who have 
studied Taylor’s ‘Shop Management” will 
detect many of the seed ideas which today 
are coming out in full blossom, in such 
things as recognition of individual differ- 
ences among people, in the idea of rest 
pauses (popularly called coffee breaks), in 
the idea of selection and placement, in the 
importance of competent supervision, in 
safety, in motivation and group morale. 

Among the theorists, personnel admin- 
istration as seen today has been variously 
defined. I offer you three definitions, 
which taken together give us a launching 
platform: 


1. “Personnel administration is a code of 
the ways of organizing and treating individ- 
uals at work, so they will each get the great- 
est possible realization of their intrinsic 
abilities, thus attaining maximum efficiency 
for themselves and their group, and thereby 
giving to the enterprise of which they are a 
part its determining competitive advantage 
and its optimum results.” By Thomas G. 
Spates, then vice president, General Foods 
Corporation, New York, 1944. 

2. “Personnel administration is that func- 
tion of management which deals with hu- 
man resources.’ (Source unknown. ) 

3. “I suppose that the primary purpose 
in the minds of those who develop personnel 
policies and who manage business and or- 
ganization is generally not to develop in- 
dividuals but to facilitate the working to- 
gether of groups of people toward definite 
ends. In my view this purpose is secondary 
in point of order but equally important to 
that of developing the individual, and the 
two together constitute the entire legiti- 
mate purpose of management so far as the 
personnel is concerned.” By Chester I. Bar- 
nard, then president, New Jersey Bell Tele- 
phone Company, in book “Organization and 
Management,” page 9, from paper “Some 
Principles and Basic Considerations in Per- 
sonnel Policies.” 





If industrial engineering deals primarily 
with work analysis and planning in rela- 
tion to physical things used in work, and 
in relation to people who do work; and 
if accounting deals primarily with work 
expressed in time and money values; then 
I think we can say that personnel adminis- 
tration deals with people mainly in rela- 
tion to things and work. 

In making his administrative decisions 
the general management man combines a 
number of ideas. When, for example, he 
weighs the question of buying a new ma- 
chine, he thinks of the machine itself ; its 
cost; the work it will do; whether he has 
men who can operate it, or whether it will 
put some man out of a job. His decision is 
thrown in the direction which weighs 
most heavily with him at that time under 
consideration of his relations with his sup- 
pliers, his competitors, his shareholders, 
his employe group or union, or whatever 
other relationships affect his judgment. If 
he judges the situation mainly on terms of 
financial or cost management he may esti- 
mate the effect the new machine will have 
on his financial break-even point. 

But say the problem exercising him is 
not primarily cost Or value, or engineering 
efficiency, but rests on such questions as 
‘How will the men in the shop feel about 
having a well-known machine to which 
they are accustomed replaced by the new- 








comer?” or “Will the introduction of the 
new machine in Shop A upset the morale 
of the men in Shop B who must compete 
in production, or safety, or otherwise, us- 
ing old machines ?” 

If the problem were but the introduc- 
tion of one new machine in the company 
over a 10-year interval the general man- 
agement man might not find it difficult to 
answer these human questions. But it isn’t 
like that. In modern management there is 
continuous change in machines, in organ- 
ization structure, in manpower, in mate- 
rials, in methods. Where are the answers 
to the human questions? Can they be 
found at any one point, even in the most 
elaborate personnel department? I submit 
they cannot be found at one point. Why is 
this ? Is it because the human or personnel 
function cannot be effectively centralized 
in all its aspects, because by its very nature 
it is a permeating function. Production 
methods and production work can be set 
in a department or division. ‘So can sales. 
So can some aspects of accounting and 
certainly finance. But personnel problems 
are where people are, spread all through 
the organization. And they are always non- 
standard. 

How then can any top executive, or any 
other management person, know what his 
break-even point is in his human adminis- 
tration, and how can he keep from going 
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into the red? Frankly I have no all-inclu- 
sive answer to this question. But in the 
course of the past 50 years or so, during 
which this aspect of management has be- 
come more clearly identified, certain ap- 
proaches to the question stand out. 


SOME APPROACHES TO THE 
HUMAN BREAK-EVEN POINT 

1. The first basic step is to get every 
management person pointed in the direc- 
tion of, first, recognizing those things in 
the human administration field that will 
keep the business in the black and, second, 
developing a personal feeling of responsi- 
bility for good human administration and 
an impelling desire to so act. 

2. As possibly a more specific item, any 
company today can determine where it 
stands and where it is going in its human 
resources. No enterprise can be safe in its 
financial break-even point, or its human 
break-even point, if its human resources 
are going down hill. 

3. If general employe understanding of 
company objectives and a good attitude 
towards such objectives is important to 
protect the break-even point in all its as- 
pects then how do we know what the level 
of understanding and the feelings of peo- 
ple are? 

One approach is through employe opin- 
ion or employe attitude surveys, to which 
men like Kornhauser and Bergen gave an 
early impetus over 20 years ago, and 
which are now in increasing use. 

4. Another well-established approach 
is through detecting and effecting group 
understanding of the company operations 
and of the human aspect of such opera- 
tions by the use of various forms of em- 
ploye-management meetings. 


Such activities, as you know, lie beyond 
the realm of union-management negotia- 
tions. They have had an interesting history 
through the Whitely Council System of 
the United Kingdom and through various 
forms of employe representation and joint 
production councils and committees in 
North America. 


These four examples are offered only 
as typical approaches to the problem. They 
do not take it fully in their grasp. How- 
ever, there is one distinctive feature com- 
mon to the four. They all are based on the 
use of participation among people where- 
ever and however participation makes 
sense. 


FACT-CONTROL IN PERSONNEL 
ADMINISTRATION 

Except in the very little companies the 
day has gone when individual people can 
be known and dealt with on a man-to-man 
basis by the management of the company. 
More and more we must deal with most 
people on the basis of facts about people, 
instead of a personal close acquaintance. 
This leads us to consider what is involved 
today in fact-control applied through per- 
sonnel administration. 

In summary terms the problem comes 
down to two things: (1) facts about indi- 
vidual people and (2) facts about the 
company. Business exists to meet the needs 
of people for goods and services. In doing 
so it must meet the needs of all the part- 
ners in business enterprise; the needs of 
employes; the needs of the company and 
its shareholders; the needs of the com- 
munity. 

For internal industrial personnel admin- 
istration, therefore, facts are most useful 
when they indicate clearly: (1) the needs 
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of individual members or employes of the 
company and (2) the needs of the com- 
pany as an organization and institution. If 
these needs are known and met effectively, 
the needs of shareholders and the needs 
of the community are generally met effec- 
tively. 

Some people tend to think that person- 
nel administration is something that meets 
the needs of employes only, on the basis 
of Santa Claus and Christmas time. Others 
may think that it exists to meet the needs 
of the company only, by such things as 
getting enough people into the company 
to do its work, or by doing something that 
makes the company operations more pro- 
ductive and more profitable. I submit that 
either view, by itself, is lopsided. Only by 
knowing and meeting both sets of needs 
can personnel administration do its job. 

What then are the needs of individuals? 
Some are economic—enough income to 
live; some are physical—good working 
conditions; some are social—as one ob- 
server put it ‘every man has the right to 
a decent boss.’’ However you approach it 
I think you will agree that there are at 
least four major human personal needs 
which we all feel: 


1. The need for security or protection. 

2. The need for personal recognition— 
to be regarded as personally significant. 

3. The need for belonging or to be ac- 
cepted by the group. 

4. The need for achievement—or the 
using of our personal talents. 


What kinds of facts do we use to ex- 
press clearly such things as security, recog- 
nition, belonging, and achievement? This 
is part of the puzzle. 

What are the needs of the company so 
far as the human element is concerned ? I 
suppose broadly it consists of having a 
team of people in its membership who can 
do the job of the company today; who are 
so growing and developing that they can 
do the job of the company tomorrow and 
ten years hence; and perhaps, above all, 
that they are willing and anxious to do 
that job. 


PERSONNEL ADMINISTRATION CENTERS 

There are some parallels, too, to the use 
of cost-centers in cost accounting. I refer 
to the central points in company organiza- 
tions through which personnel administra- 
tion is practised. 

The all-important first type of center is 
that point of daily association between the 
individual employe and his or her immedi- 
ate supervisor. It is at that point where you 
hear a foreman say, ‘I have the finest team 
in the organization; I know them and they 
know me.” That is the point where the 
needs of the individual for security, for 
recognition, for belonging, for achieve- 
ment are made known. It is the point 
where the needs of the company are made 
known to the individual. Wherever there 
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is an immediate supervisor of a group, at 
any level of organization, there is a first 
basic center for personnel administration. 

Another type of center, still basic but 
fewer in number, is at key points of line 
management responsibility. There, where- 
ever plans for men and manpower are laid 
down, are such personnel administrative 
centers. In many companies they are identi- 
cal in location with the principal cost cen- 
ters used for cost accounting control net- 
work. Such line officials may be supported 
and represented by general staff officials 
where required. 

A third type is the more specialized cen- 
ter of one or more staff services of a per- 
sonnel nature. The employment center, the 
training center, the safety advisory center, 
the medical center, or any other such serv- 
ice—these are the services which tend to 
meet the needs of individuals either by di- 
rect contact or through their immediate su- 
pervisors. They also tend to meet the needs 
of the company for adequate, trained and 
effectively motivated manpower. One of 
their great services to all members is to 
keep in touch with other specialized mem- 
bers of their work outside their company 
and to bring into their companies the ben- 
efits of advancements in their specialities. 
Likewise they carry out of their companies 
experience that others can use. 

I refer to these various centers, or points 
of focus in company organization used in 
personnel administration for these reasons. 
They are not always clearly identified, and 
where so, confusion reigns. Second, they 
are the formal media through which man- 
agement effort is applied throughout the 
organization. Third, they constitute the in- 
visible network through which com- 
munication within Organizations is sys- 
tematically maintained, and by which 
fact-control is exercised. Collectively what 
is done through them governs where you 
find the break-even point to be in the com- 
panies concerned. 


THE CONTROLLER AS 
PERSONNEL ADMINISTRATOR 

If you accept the thinking we have done 
so far on personnel administration as a 
permeating function, in which all manage- 
ment people take part, then you may agree 
that the controller himself is very heavily 
involved in personnel administration. Ac- 
tually he may be more heavily involved 
than any so-called “personnel man.” As 
I see it, he may be thus involved in four 
ways: 


1. As an immediate supervisor of a 
small team of people, viz.: those who re- 
port through him directly, and whom he 
guides directly. 

2. As the administrative head of a de- 
partment, or a number of departments, in 
which role he releases human energy for 
his work in ways his people want. 

3. As heading up a specialized fact-as- 
sembling, fact-interpreting and fact-dis- 





LONGER-TERM UNION AGREEMENTS 


The trend toward longer-term union contracts, first ap- 
parent in 1950, is continuing according to a recent National 
Industrial Conference Board report on 923 union agreements 
signed between June 1955 and May 1956. 

The Board finds that 56% of these contracts run for more 
than one year, compared with only 46.4% in 1950 and 24.6% 
in 1948. Of the 920 contracts surveyed, 10.5% run for more 
than one year but less than two; 21.7% are two-year agree- 
ments; 6.8% have a term of over two but less than three 
years; while 14.4% run three years. 


seminating network, which feeds human 
information, and information related to 
people to those who need such informa- 
tion. I am thinking, for example, of a stat- 
istician, who under the direction of a con- 
troller, is heavily involved in such work. 

4. As principal staff official, acting for 
the senior executive in shaping policy and 
ensuring effective coordination through 
all, or a major part of, company opera- 
tions. 


A WIDER VIEW 

My picture of industrial personnel ad- 
ministration would not be even a rounded 
rough sketch if I did not add some of the 
hills and valleys in the wider scenery. 

There may be a tendency among man- 
agement people to look at industrial per- 
sonnel administration as if it belonged 
within the four. walls of company organi- 
zations. Such, of course, is not the case. 

From its earliest infancy, however, as a 
specially identified aspect of modern man- 
agement, it has been affected by two major 
influences from without the walls of in- 
dustry. One type of influence is that of 
government expressing itself in law—for 


example, students of the history of safety 


and accident prevention work in industry 
will give full credit to the impact of 
Workman’s Compensation legislation. 
Those early impacts have been followed 
by legislation expressing the public inter- 
est in practically all aspects of personnel 
administration; in wage-setting, hours of 
work, vacations, collective-bargaining 
processes, employment, training, old-age- 
security measures, unemployment insur- 
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ance, health and accident protection, and 
many other types of economic and social 
governor or shock-absorber. 

The other impact has been through the 
process of unionism. This has created con- 
fusion during the evolution of personnel 
administration. The personnel administra- 
tion developments in American industry 
of the 1910’s and 1920's were followed in 
the 1930's by the impact of the Wagner 
Act and what it represented. That threw 
many companies off the rails. Some began 
to look upon their personnel administra- 
tion processes as being engulfed in collec- 
tive bargaining. Others attempted to use 
internal personnel programs to fight off 
unionism. Others, without being thrown 
off stride, simply absorbed collective bar- 
gaining as part of their over-all manage- 
ment relations with little or no disturbance 
of their continuing personnel administra- 
tion. The situation now appears to be 
steadying, and today there is more light 
than heat. 

I mention these outside influences here 
just to point out that by its very nature the 
business of personnel administration is 
everybody's business. It is not only the 
business of everyone who works in a com- 
pany, but through government and union- 
ism practically everyone has joined in the 
game. 

Management, however, as the quarter- 
back function of modern business, has a 
key spot. Its job, at least within company 
organizations, is to know the signals and 
call the signals. Perhaps its peculiar re- 
sponsibility is to know not only the score, 
but to know how close the team is to win- 
ning or losing the game. 
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Thirteen-Period Accounting in Post Office 

Beginning June 30, 1956 the entire Post Office Depart- 
ment now operates under a 13-period year for internal ac- 
counting and management purposes. The Post Office is the 
first government department to adopt this practice. 


Double Taxation 

After two years of negotiation, the U. S. and Honduras 
have signed a treaty to prevent double taxation. This is the 
first such treaty between the U. S. and any of the Latin 
American countries. 


Emergency Production Roster 

The Defense Department has updated its “Register of 
Planned Mobilization Producers” and now has 21,000 
plants on the list which would be called upon to produce 
military goods in the event of mobilization. The Register is 
classified but individual manufacturers may verify their own 
listings in it. 


Antimonopoly Actions 

In the fiscal year ended June 30, 1956, the FTC issued 42 
antimonopoly complaints, compared with 36 in the previ- 
ous year and 28 in the average year from 1944 through 
1953. Five of the 42 complaints charged violation of the 
Antimerger Act. 


Advisory Councils and Committees 

The House Government Operations Committee has ap- 
proved a subcommittee report calling for more information 
to be available in government generally and for the Business 
Advisory Council and industry advisory committees in par- 
ticular. The report urges that the BAC be required to have 
its minutes published and that its status as a quasi-federal 
agency be clarified. 


Government Experts 

A House Government Operations subcommittee says that 
since January 1953, the Administration has engaged 12,965 
consultants and experts, and that at the present time there 
are 1,394 special advisory committees. 
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Gold Dust 

Government experts say that if a nuclear bomb demol- 
ished Fort Knox and distributed the gold supply all over 
the landscape there would be no major problem. They say 
that gold is one of the few metals which is readily recover- 
able wherever it may fall and that the bullion could be back 
in government hands in a comparatively short time. 


Watch That Tongue 

NLRB has ruled that an employer can fire an “‘evil gos- 
siper’” who won't resign a position which gives her the op- 
portunity to spread objectional rumors about other employes. 
In the case in point the worker served as a shop steward and, 
at various times, other employes complained about her. The 
plant superintendent told the shop steward that she would 
be kept on if she curbed her tongue and resigned as steward 
but she refused and was fired. 


“Phantom Contracts” 
Defense Mobilizer Flemming says the recent civil defense 
test proves the need for more “phantom contracts.” 


Millionaire Census 

The number of millionaires is dwindling, according to 
IRS. Only 145 taxpayers reported gross incomes of $1 mil- 
lion or more for 1953. This compares with 219 for 1950, 
171 for 1951, and 148 for 1952. 


International Investments 

An offshoot of the World Bank, called the International 
Finance Corporation, has opened for business with a capital 
of $78 million of which $35 million came from the U. S$. 
IFC intends to invest this money bit by bit in private com- 
panies that will expand in underdeveloped regions of the 
world. The IFC portfolio will have bonds and other securi- 
ties issued by the enterprises it backs. If all goes well, the 
good investments will be sold for a profit when they mature. 


Consumer Savings 

Americans saved more money in the first quarter of 1956 
than in any three-month period in the past three years, ac- 
cording to the SEC. The total was estimated at $5 billion 
which included savings and checking accounts, investments 
and stocks and bonds, accumulations in pension and insur- 
ance plans, and payments on consumer and mortgage debts. 


National Motto 
The President has signed a bill giving the U. S. its first 
official motto, ‘In God We Trust.” 


The Battle of Paper 

The House Judiciary Subcommittee investigating antt- 
trust problems in the TV industry had to adjourn a three- 
hour session when the stenotypist announced that he had 
run out of paper. Representative Scott said, ‘This is the first 
time I’ve ever heard of anyone in Washington running out 
of paper.” —BENJAMIN R. MAKELA 
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APPLYING RECORDAK MICROFILMING TO BUSINESS ROUTINES—NO. 20 IN A SERIES 









“Why make out 


invoices?” 


Taking pictures of customer orders with a 
Recordak Microfilmer eliminates typing some 
300 invoices daily . . . speeds order handling 
.. . Saves $5,000 per year for Co-op Electric = 
Supply Company, Chicago. : 
This short cut may work for you, too. 


(1) Customer orders—on catalog order blanks, post- 
cards or letterheads—are stapled to self-mailing printed 
forms as soon as received. When order is packed, total 
cost of merchandise and shipping charges is entered 
and totaled on the form. 

No more duplicate or triplicate invoice typing. 


Machine posting is eliminated. 


(2) Picture of customer’s order and Co-op form 
(still stapled together) is made instantaneously in a 
Recordak Microfilmer for %¢. The film copy is the 
office record. The originals go out as the invoice. 


Co-op Electric—and the many companies which have 
adopted this system—call it the fastest, easiest, and 
lowest cost invoicing system by far. In addition, hours of 





filing work are saved . . . space requirements are cut 

as much as 99%. Double-check your routines with a 

Recordak Systems Man soon—no obligation at all! 
“Recordak” is a trademark 


aE 
a RECORDERK originator of modern microfilming—and its application to accounting routines 


(Subsidiary of Eastman Kodak Company) 


Recordak microfilming lets the customer’s own order 
go back to him as part of the bill! 


EE MAIL COUPON TODAY——— ————- ——— ———- —-- -------- 
a 
FREE...“SHORT CUTS THAT RECORDAK CORPORATION (Subsidiary of Eastman Kodak Company) 
SAVE MILLIONS” 415 Madison Avenue, New York 17, N. Y. U-S 


: . . Gentlemen: Please send free copy of “Short Cuts That Save Millions.” 
Shows how routines like yours ; 


have been simplified in thousands 

















of companies. How Recordak Name Position 
Microfilmers are designed for C ae 
all requirements . . . give you . Wompany Street 
up to 80 pictures for 1¢. S City re 
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Rach te School FOR EXTRA KNOWLEDGE 





Fulbright Awards in 


Economics and Business 

International trade, economic devel- 
opment and labor relations are among 
the fields in which young businessmen 
can study abroad under the U. S. Gov- 
ernment international educational ex- 
change program. The Institute of Inter- 
national Education will also furnish 
specific information on other opportu- 
nities in the field of business and econom- 
ics and on other fields of study in answer 
to inquiries from interested applicants. 

Eligibility requirements for the Ful- 
bright and Buenos Aires Convention 
awards are: U.S. citizenship; a college 
degree at the time the award is to be 
taken up; knowledge of the language of 
the country of application sufficient to 
carry on the proposed study; and good 
health. Preference is given to candidates 
not more than 35 years of age. 

Awards under the Fulbright Act are 
made entirely in the currencies of par- 
ticipating countries abroad. This Act 
authorizes the use of foreign currencies 
and credits acquired through the sale of 


surplus property abroad for educational 
exchanges. The awards cover transporta- 
tion, expenses of a language refresher or 
orientation course abroad, tuition, books 
and maintenance for one academic year. 
Awards under the Buenos Aires Con- 
vention include transportation provided by 
the U. S. Government, and tuition and 
maintenance allowances provided by the 
host governments. 

Countries participating in the Ful- 
bright Program are: Australia, Austria, 
Belgium and Luxembourg, Burma, 
Chile, Denmark, Finland, France, Ger- 
many, Greece, India, Italy, Japan, the 
Netherlands, New Zealand, Norway, 
the Philippines and the United King- 
dom. 

Countries participating in the Bue- 
nos Aires Convention are: Bolivia, Bra- 
zil, Chile, Colombia, Costa Rica, Cuba, 
the Dominican Republic, Guatemala, 
Haiti, Honduras, Mexico, Nicaragua, 
Panama, Paraguay, Peru, and Venezuela. 

Final selection of Fulbright grantees 
is made by the Board of Foreign Scholar- 
ships, ten leading educators and educa- 
tional administrators appointed by the 
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CONTROLLERS 


INSTITUTE 


25th Auniversary 
ANNUAL NATIONAL CONFERENCE 


SEPT. 30-OCT. 3 


Waldorf-Astoria 


NEW YORK 


OTHER ORGANIZATIONS 


SEPT. 17-20 


NATIONAL ASSOCIATION OF BANK AUDITORS 


WASHINGTON, D. C. 


AND COMPTROLLERS 
32nd Annual Convention 


SEPT. 22-27 


AMERICAN INSTITUTE OF ACCOUNTANTS 


SEATTLE 


69th Annual Meeting 


OCT. 15-17 


AMERICAN GAS ASSOCIATION 


ATLANTIC CITY, N. J. 


Annual Convention 


NOV. 12-15 
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AMERICAN PETROLEUM INSTITUTE 


CHICAGO 
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President of the United States. The In- 
stitute of International Education is the 
agency designated by the Board and the 
Department of State to screen applica- 
tions. Under the Buenos Aires Conven. 
tion, the Institute makes the prelimi- 
mary recommendation of candidates 
with the governments of the cooperat- 
ing countries making the final selection 
of candidates for study within their bor- 
ders. 

Closing date for application for the 
Fulbright and Buenos Aires Convention 
awards, 1957-58 academic year, is No- 
vember 1, 1956. Requests for application 
blanks must be postmarked by October 
25, 1956. Application blanks and a bro- 
chure describing the program are avail- 
able at the Institute of International Ed- 
ucation, One East 67th Street, New 
York 21, N. Y., and at the IIE regional 
offices in Chicago, Denver, Houston, San 
Francisco and Washington. 


Management Courses 

More than 1,000 business executives 
from several hundred American, Cana- 
dian and foreign companies will try to 
increase their effectiveness as managers 
by attending the American Management 
Association’s Executive Action Course 
in 1956-1957. The three-week course, 
formerly the AMA Course in Executive 
Communication, will be held seven 
times between August 1956 and June 
1957 at association headquarters in the 
Sheraton-Astor, New York City. 

In addition to its regular course 
schedule, the Executive Action Course 
will conduct 18 skill clinics for instruc- 
tion and practice in nine different skills 
of communicating. Clinic topics are as 
follows: role-playing dynamics for ex- 
ecutives, getting positive action, prob- 
lem-solving for executives, developing 
more effective speaking skills, develop- 
ing more effective writing skills, stimu- 
lating creative thinking for company 
growth, making effective executive pres- 
entations, developing productive execu- 
tive staff meetings, and developing ex- 
ecutive delegation skills. 

The Executive Action Course, a 
course in individual effectiveness, is de- 
signed to give executives the skill and 
understanding they need to apply man- 
agement principles and leadership tech- 
niques effectively, wisely, and produc- 
tively. It deals with techniques of 
decision-making, communication, mo- 
tivation, and morale. 

At the course the students spend nine 
hours a day five days a week listening to 
staff lectures, hearing guest speakers de- 
scribe the experience of their compa- 
nies, and practicing communication 


techniques in small groups. Major em- 
phasis in the course is on action train- 
ing—actual practice to develop skill. In 
groups of 12 to 15 they present their 
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own problems for group comment, ana- 
lyze case histories, and role-play execu- 
tive situations. 

The course is given in three one-week 
units spread out over a period of a year. 
The first unit, on creating an atmosphere 
for executive action, is concerned with 
the factors and skills that contribute to 
the development of a positive atmos- 
phere for effective problem-solving, the 
full flow of ideas, and improved work- 
ing relationships. Unit two, which 
covers putting ideas into effect, takes up 
ways of translating ideas into action 
through the various media of communi- 
cation. The final unit, on taking action 
and measuring results, tells how to meas- 
ure communication skills and impact 
and how to plan for effective integration 
of individual executive action. 

Executive Action is one of three con- 
tinuing courses regularly conducted by 
the national management educational 
association. The other two are the Man- 
agement Course, a four-week course in 
the basic principles, skills, and tools of 
management, and the Marketing Course, 
a three-week program in the manage- 
ment of the marketing activity. 


NYU Night Courses in 
Production Management 


Eight adult courses in production 
management will be offered during the 
1956 fall semester at New York Uni- 
versity’s Division of General Education. 
The courses, part of the Division’s pro- 
gram of technical studies, will be taught 
during the evening hours by instructors 
drawn from the executive ranks of in- 
dustry and engineering. 

The subjects to be covered are: Time 
Study; Quality Control; Engineering 
Manufacturing Processes; Advanced 
Engineering Manufacturing Processes; 
Tool Design; Abrasive Applications ; 
Plant Planning and Layout; and Pack- 
age Engineering: Protective Design 
Techniques and Cost Reduction Studies. 

Interested persons may register from 
September 10 to 28 in person or through 
the mail. Furthur information can be ob- 
tained at the Division of General Edu- 
cation, New York University, One 
eee Square North, New York 

cx, 


’ 


Tax Workshop School Plans 
Two Intensive Fall Sessions 

A new Intensive Tax Training Program 
has been organized by the Tax Workshop 
School, a nonprofit educational institution, 
under the sponsorship of the Tax Execu- 
tives Institute, Inc., which will make it 
possible for tax men to complete one full- 
semester subject in graduate taxation in 
seven schooldays of concentrated training. 
Classes will be small and they will be con- 
ducted in seminar fashion. 

The program, which is planned to meet 
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the needs of tax men at a distance from 
urban study areas, will consist of two ses- 
sions—the first from October 22 to Octo- 
ber 30 and the second from October 31 to 
November 9—to be held at the Barbizon 
Plaza in New York City. This two-session 
course features training in depth—the em- 
phasis being placed upon /earning not 
listening. 

The tax subjects being offered during 
the First Session are: Federal Income Tax- 
ation I and II; State and Local Taxation I; 
Tax Analysis and Research; and Tax Prob- 
lems of Pensions and Profit-Sharing Plans. 

During the Second Session, the subjects 
which will be offered are: Federal Income 
Taxation II and III; Reorganizations and 
Liquidations ; Federal Corporate Tax Prac- 
tice; and Income Taxation of Decedents, 
Estates and Trusts. 

The complete cost of each subject is 
$100.00 which covers the tuition fee and 
all other school charges. For further in- 
formation address the Office of the Direc- 
tor, Tax Workshop School, 480 Lexington 
Avenue, New York 17, N. Y. 


Planning Ahead for 


Paperwork Control 

When does it pay to install electronic 
equipment? What definite steps should 
management take in advance? What 
changes in procedures are necessary? Hou 
should personnel be prepared? 

Speakers and seminar leaders at the 
Third Annual Conference on Records 
Management to be held at New York 
University, Washington Square Center, 
New York City, September 13 and 14, 
will provide specific answers to these 
questions. They will report on the possi- 
bilities of mechanization giving new 
meaning and importance to the basic 
techniques of paperwork control. 

Leading authorities will discuss new 
patterns in clerical work measurement, 
define new approaches to work simplifi- 
cation, outline new methods of cost con- 
trol and present new thoughts on the 
standard principles of paperwork man- 
agement. 

Technicians from the major equip- 
ment manufacturers will give a preview 
of the future, describing equipment now 
on the drawing boards and soon avail- 
able. 

Registration is being limited to exec- 
utives with the primary responsibility 
for planning and directing the paper- 
work control programs of their organi- 
zations. The tuition charge is $50.00 
payable with registration. 

All requests for a prospectus, regis- 
tration forms and correspondence con- 
cerning the Conference should be ad- 
dressed to Muriel E. Markel, Conference 
Coordinator, National Records Manage- 
ment Council, Inc., 555 Fifth Avenue, 
New York 17, N. Y. 


(Continued on next page) 











COLUMBIA 
UNIVERSITY 


INSTITUTE OF 
ACCOUNTING 


Qualified men and women, gradu- 
ates of high school or more ad- 
vanced education, are eligible for 
this program of instruction afford- 
ing a background of accounting 
and other phases of business and 
industry, as well as preparation for 
CPA examinations. Day and eve 
ning courses; full and part time 


programs a rranged. 


Registration Friday, Septem- 
ber 21st through Wednesday, 
September 26th, 10 a.m. to 8 
p.m.; Saturday 9 a.m. to Noon. 
Low Memorial Library, 116th 
St. between 
Imsterdam Ave., New York 27. 


Broadway and 


COLUMBIA UNIVERSITY 








American Appraisals 
eliminate ‘‘Ghosts” in 


property accounts 


An American Appraisal original cost 
study and check of physical assets 
often reveal items of property dis- 
posed of, but not eliminated from 
property records — affecting costs, 
profits and taxes. 


The 
AMERICAN 
APPRAISAL 


Com pany 
leader in property valuation 


HOME OFFICE: MILWAUKEE 1, WIS, 














how XEROGRAPHY 


cuts duplicating costs for 


Sheffield Hardware Co. 


AMERICUS, GEORGIA 


Masters for 
a 500-page 





catalog prepared 


S HEFFIFL® aii 


by 


xerography for 


$5Q00 


compared with 





previous cost of 





Keeps customers up-to-date on 
changing prices, new items, etc.... 
QUICKLY and ECONOMICALLY! 


The versatility of xerography in paperwork duplicating is shown 
in its adaptability to the needs of large companies, saving up to 
$250,000 a year using xerography, down to smaller companies 
like Sheffield Hardware Company, a wholesale firm in a city of 
approximately 15,000 population. This home-grown pioneer 
business, in operation since 1872, did nearly a $2,000,000 
business last year. Sheffield officials are enthusiastic about the 
services xerography performs in speeding the paperwork re- 
quired for a company of their type. 

After installing and using XeroX® equipment for copying by 
xerography, John W. Sheffield, Sr., president, has this com- 
ment: “Installing this equipment was the best step we’ve taken 
in quite a while. It has saved us headaches, made many friends 
for us and permits a much closer association with our retailers. 
By this I mean that retailers are immediately informed, with 
illustrated catalog pages, of new stocks, modified items and any 
price changes which occur. Xerography at Sheffield not only has 
added efficiency to the company’s operations, but has been 
instrumental in the saving of thousands of dollars. 

A specific example: Before installing XeroX copying equip- 
ment, each page of the company’s catalog cost from $1.00 to 
$1.25 per page, just for having the plates made ready for the 
printing process. Compare this figure to the company’s present 
cost of 10 cents a page, not to mention personnel savings and 
ease of operation copying onto duplicat- 
ing masters by xerography.” 





Anything written, printed, typed or 
drawn can be quickly copied by xerog- 
raphy onto masters for duplicating. 
Copies in the same, enlarged, or re- 
duced size can be made from one or 
both sides of the original material. 
WRITE for “proof of performance’’ case 
histories showing how xerography is saving 


time and thousands of dollars for compa- 
nies of all kinds, large and small. 


THE HALOID COMPANY 
56-78X HALOID STREET, ROCHESTER 3, NEW YORK 
BRANCH OFFICES IN PRINCIPAL U.S. CITIES AND TORONTO 


XEROGRAPHY 


{ZE-ROG-RA-FEE) 


The fastest, cheapest, most versatile way to make masters iy ars 
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DO YOU KNOW... 


Xerography copies onto 
paper masters and 
metal plates for 


OFFSET 
Duplicating 
& 


Copies onto 
translucent inter- 
mediates for 


DIAZO 
Printing 
8 
Copies onto 
masters tor 
SPIRIT 
(and other fluid-type) 
duplicating 
e 
Copies 
HALFTONE 
& LINE 


subjects onto paper 
masters for offset 
duplicating 


e 
UP TO 


EIGHT 
COPIES 


including a paper 
master or translucent 
intermediate can be 
made from one xero- 
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Evening Classes in 
Business Management—CCNY 


A wide selection of fundamental and 
advanced training classes in Business Man- 
agement is included in the new schedule 
of fall term evening session offerings at 
City College’s Baruch School of Business, 
New York. Specializations in the Business 
Management category include Personnel, 
Production, and Traffic Management. 

Business men and women may register 
for Evening Session courses as nondegree 
students, or may pursue programs of study 
as candidates for the degree of Bachelor of 
Business Administration or Associate in 
Applied Science. 

Personnel Management courses include 
Labor-Management Relations, Job Evalua- 
tion and Wage Incentives, Personnel Ad- 
ministration, and Induction Procedures 
and Training Programs. 

Offerings in the area of Production 
Management are: Industrial Purchasing, 
Production Control, Quality Control for 
Production Management, Plant Layout and 
Materials Handling, Time and Motion 
Study, Industrial Safety, and Product De- 
sign Development. Traffic Management 
courses include elementary and combined 
elementary-advanced classes. 

Enrollment information and complete 
class schedules and course descriptions can 
be obtained without charge by contacting 
the Evening Sessions Office, Room 6, The 
City College Baruch School of Business, 
17 Lexington Avenue, New York 10, 
NEY: 


First Inter-American 
Management Conference 
to Be Held in Chile 


“Management and Organization Oppor- 
tunities in Growth Countries” will be the 
theme of the First Inter-American Man- 
agement Conference, which will be held in 
Santiago, Chile, from November 12 to 17, 
1956. The Conference will be sponsored 
by the Pan American Council of the Inter- 
national Committee for Scientific Manage- 
ment, of which CIPM—the Council for 
International Progress in Management—is 
the U. S. member. 

Leaders of American business, industry 
and schools of business administration will 
contribute to the solution of such prob- 
lems of international importance as in- 
creased productivity, expansion of mar- 
kets, and the application of scientific 
methods in management—all fundamental 
to the successful economic growth of Latin 
America, and of particular interest to U. S. 
companies operating, or contemplating op- 
erations, in that area. 

A brochure with further details of the 
coming Conference may be had by address- 
ing Philip Garey, vice president Opera- 
tions, Council for International Progress 
in Management (USA), Inc., 350 Madi- 
son Avenue, New York 17, N. Y. 
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A Selected Few of the CCH Reporters 
l 
for Every Tax Need ...Federal or State 


STANDARD FEDERAL TAX REPORTS— Vew law, old 
law—for the man who must have everything concerning 
federal taxes affecting business and individual tax- 
payers. Week in, week out. the Standard’s informative 
issues rush to subscribers complete details on every twist 
and turn of pertinent federal tax law, as it breaks. Fea- 
tured are authoritative full texts of laws, regulations, 
rulings, court decisions, forms, and related facts and 
information—all é¢xplained and tied into the over-all 
picture with helpful, understandable editorial comments. 
Current subscription plan includes 7 “bring-you-up-to- 
date” Compilation Volumes and companion Internal 
Revenue Code Volume. 





PAYROLL TAX GUIDE—For dependable, continuing. 


help in handling the payroll problems involved under 
federal income tax withholding, federal social security 
taxes on employers and employees, federal wage and 
hour regulatory provisions, state and local income tax 
withholding, and unemployment insurance contribu- 
tions. Spans the whole workaday world of pertinent 
statutes, rulings, regulations, decisions, returns, forms, 
reports and instructions. No law texts, no regulations— 
instead plain-spoken explanations of “payroll law” 
make everything instantly clear. Encyclopedic Compila- 
tion Volume included. 


“There’s a CCH Topical Law Reporter To Fill 
Every Tax Law Need, Every Business Law Need” 


FEDERAL TAX GUIDE REPORTS—Edited and produced 
particularly for Tax Men who must stay abreast of un- 
folding developments concerning the federal income 
taxes of the average taxpayer, the ordinary corporation 
or individual. Swift weekly issues provide quick access 
to essential facts and information—changes in statutes, 
amendments, regulations, decisions, official rulings, and 
the like. Subscription includes two loose leaf Compila- 
tion Volumes replete with pertinent law texts, Commit- 
tee Reports, rulings, decisions, explanations, examples, 
charts, tables, check lists. 


STATE TAX REPORTS—Tax Men everywhere welcome 
the special assistance of CCH’s State Tax Reports. Forty- 
eight states and the District of Columbia are each in- 
dividually covered in separate reporting units. Swift, 
accurate, convenient, the informative regular “Reports” 
for each unit keep pertinent state tax facts and informa- 
tion constantly up-to-the-minute. Coverage includes new 
laws, amendments, regulations, rulings, court and ad- 
ministrative decisions, return and report forms—in 
short, everything important and helpful in the sound 
and effective handling of corporate or individual state 
taxes and taxation. One or more loose leaf Reporter 
Volumes for each unit included under subscription at 
no added cost. 





PENSION PLAN GUIDE—A specialized Reporter for all 
concerned with drafting, qualifying for federal tax ex- 
emption, operating and administering employee-benefit 
plans. Regular releases make clear the what, how and 
why of statutory and practical requirements that shape 
and mold private programs. In addition to profit-sharing 
and pension planning, coverage includes: Group Insut- 
ance Plans, Executive Compensation Plans,. Fringe 
Benefits, Investment of Employee Trust Funds, Pay- 
ment of Benefits, Guaranteed Annual Wages. All ar- 
ranged in one loose leaf Volume. 


SINCLAIR-MURRAY CAPITAL CHANGES REPORTS 
(Produced and published by Sinclair, Murray & Co.. 
Inc. —a wholly-owned subsidiary of Commerce Clearing 
House, Inc.) When capital changes affect income from 
an investment portfolio, how can the Tax Man get the 


facts and information needed for correctly computing: 


gain and loss for federal income tax purposes? In three 
loose leaf Volumes the complete capital changes histories 
of over 12,000 corporations are set forth. Fast, regular 
loose leaf Reports cover federal tax aspects of: stock 
rights, stock dividends, reorganization security ex- 
changes, liquidating distributions, dividends on pre- 
ferred stock redemptions, non-taxable and capital gains 
cash dividends, interest on bonds “traded flat,” amortiz- 
able premium on convertible bonds, and the like. 





Write For Further Details COMMERCE. CLEARING, HOUSE,.INC., 


Wn 





PUBLISHERS of TOPICAL LAW REPORTS 


522 FiFtTH Ave. 4025 W. PETERSON AVE. 1329 E STREET, N. W. 
NEW YORK 36 CHICAGO 30 WASHINGTON 4 
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JAY E. PAUL BEN J. KEILEY E. R. KOOGLE VANN A. MEADOR C. BELL SAMPLE 
The Chesapeake & Potomac 
Fort Orange Paper Co. Kraft Foods Co. Telephone Co. of Baltimore The Harriman Mfg. Co. Southwestern Drug Corp. 
City 
Albany Atlanta Baltimore Chattanooga Dallas 


Slagle 





M. H. KOENIG DONALD F. MCMANUS FRED H. SCHLICHTING 


CHARLES M. BILLMAN 
The Winters National : 
Roch & Truut-Co. Motor Products Corp. American Rock Wool Corp. Landers, Frary & Clark Cravens, Dargan & Co. 
Dayton Detroit Fort Wayne Hartford Houston 


1956-1957 PRESIDENTS OF CONTROLS OF CONTROLLERS INSTITUTE 


Section one comprising 25 Control presidents was published in the August issue of THE CONTROLLER 
g § ] 
Tigrett 









ROBERT J. ALERDING RALPH E. QUICK A. O. BURTON, JR. JAMES F. TOOLEY FRANK FREER, JR. 
Brown & Williamson Hunter Fan and eee Public Service Electric 
Insley Mfg. Corp. Tobacco Corp. Ventilating Co. Canadair Limited & Gas Co. 
Indianapolis Louisville Memphis Montreal Newark 









PHILIP J. GEIB FRANKLIN D. COLBURN HAROLD K. MERRILL JORGE CAMUNAS 


TOM GABBERT —— 
: National Refractories Franklin Colburn & 4 M 
Douglas Aircraft Co. Inc. ay VELL Timber Structures, Inc. Coiasitmiie Conk 


Johnsen 


Oklahoma Philadel phia Pittsburgh Portland Puerto Rico 





B. J. STEGER D. C. STEINHELBER JOHN C. GILMER PHILIP W. KEESSEN 


IRVING BARNES 
: 2 Canadian Pacifi Division 
Strathmore Paper Co. France Stone Co. Minneapolis-Moline Co. preg: ten “ . gee er i 


Springfield Toledo Twin Cities Vancouver Western Michigan 
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The Use of Charts for 
Budget Development 


(Continued from page 420) 


in order to maintain their expenses within 
the agreed budgeted figures wherever pos- 
sible. The budgets have given us a needed 
measure of control over our operations, 
and are now accepted as a matter of rou- 
tine. They are adjusted as necessary. We 
issue our budget reports on the fifth work- 
ing day of each month, comparing actual 
costs month and year to date with budget 
costs month and year to date. 


“BEST FIT” IN OTHER AREAS 

The same principle of graphing and 
then drawing in the line of best fit has 
been an aid to us in other areas. 

Working in the same way we have de- 
veloped our working capital requirements 
on a constant and variable basis. Graphing 
our balance sheet accounts has given us the 
constant (or fixed) and variable compon- 
ents of cash, receivables, payables, inven- 
tory, etc. Putting the picture of these ac- 
counts together we developed our require- 
ments for working capital at various sales 
levels. It is interesting for us, at least, to 
note that our actual working capital posi- 
tion and developed position were within 
005 of each other as of December 31, 
1955 closing. 

Some other areas in which we have 
worked with lines of best fit are direct labor 
hours and material. We are on a job order | 
basis and over a period of years have made 
repeated orders of like pieces of equip- 
ment. By graphing the elements of ma- 


wpa kics'a'° MANAGEMENT'S MOST PERPLEXING. QUESTION 


building the subassemblies into pieces of HOW MUCH EMPLOYEE BOND PROTECTION 
equipment, we have found a source of cost 


information to use in several ways. | SHOULD WE CARR Y? 


Since the best fit line removes from con- 
sideration all costs which, for any reason This understandable, practical booklet reveals a new, tested formula 
do not fit the pattern, we consider the pat- 
tern to be normal. We have used the 
normal pattern to develop sales prices and 1 a ’ ' i 
as standards for our manufacturing de- | Surety Association of America with the cooperation of the American 
partment. Institute of Accountants. 

With the information available to us 
through the use of the relatively simple 
graph and best fit line, we are of greater 
assistance to our organization. Break-even 
charts, variable budgets, standards for cost 
elements, such as direct labor hours, work- 
ing capital requirements, direct cost re- 
porting by product lines, are among the 








which scientifically establishes the minimum amount of employee bond 


protection required by any type of business! It was prepared by the 


| Based on an exhaustive ten-year survey of employee dishonesty in 
all lines of business, this booklet shows you, through a table of actual 
losses, the dangers of under-insurance! 


To learn how this authoritative new booklet can eliminate the guess- 
work when it comes to employee dishonesty protection, ask our agent 
for a free copy of “How Mucu Honesty Insurance?” If you don’t 








aids to management we are now providing. | know his name, just write our Agency Department and we'll ask him 
The benefits of these aids have far out- | to furnish a copy without obligation. 
weighed the comparatively minor amount 
of effort we expended. Safeguarding American Business for over 70 Years 
STABILIZATION |. 
OF CORPORATE EXPOSURES | | COMPANY FIDELITY * SURETY * CASUALTY * FIRE * INLAND MARINE 
; ‘ ; HOMEOWNERS * ACCOUNTANTS LIABILITY * AVIATION 
New England Actuarial & Audit Service 
90 Pine St. New York City 100 Broadway * New York 5, N. Y. 
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Many early appraisal plans concentrated 
on the mistakes of the executive, instead of 
recognizing that major profit contributions 
normally come from positive actions. 
These plans tended to emphasize what was 
thought of a man rather that what he did. 
They encouraged conformity to an ac- 
cepted pattern rather than independent 
action. 

The subjective, often capricious, judg- 
ments involved in such bonus plan admin- 
istration have been called ‘‘the last frontier 
of seat-of-the-pants management.” A 
number of leading companies are making 
a concerted effort to resolve this weakness 
by developing a more factual approach to 
appraising the performance of individual 
executives. 

To date, the most effective performance 
yardsticks cover the full-profit positions 
in a company, such as the manager of a 
make-and-sell division. Return on invested 
capital, market penetration, and other 
measures offer a sound basis for appraising 


The Key to a Productive 
Executive Incentive Plan (Continued from page 412) 





CONTROLLER 


for rapidly expanding West Coast chain 


food distribution organization. Must be 
capable of establishing and directing com- 
plete program of financial controls, fore- 
casting, budgeting, cost and inventory 
systems, taxes and capital expenditures. 
Familiarity with electronic data processing 
is essential. This is a new position as 
member of top management team. Age 3°-45. 
College degree. Accounting major. C.P.A. 
desirable. 


SALARY $18-$20,000 
plus liberal fringe benefits 


Submit full details of education, experience 


and present salary. Box D2230, The Con- 
troller, 2 Park Ave., New York 16, N. Y. 














APPRAISALS 


for Insurance Purposes 


A new building costing $100,000 at the end 
of World War II would have cost approx’- 
mately these amounts to replace or dupli- 
cate in each year following: 
1945—$100,000 1951—$185,600 
1946— 123,500 1952— 191,400 
1947— 147,500 1953— 199,700 
1948— 164,000 1954— 201,300 
1949— 163,500 1955— 205,500 
1950— 171,500 1956— 215,700 


A fully documented APPRAISAL, covering 
all BUILDINGS AND CONTENTS, is a neces- 
sary adjunct for keeping your insurance 
program up-to-date during periods of in- 
flation and increased replacement costs. 


Your inquiry is solicited 


LOCKWOOD GREENE 
ENGINEERS, INC. 


41 East 42nd Street, New York 17 


Boston 9, Mass. ° Spartanburg, S. C. 











performance of the manager who has the 
full responsibility for earning a profit. 

One serious weakness frequently found 
in appraisals of full-profit jobs is that the 
difficulty of accomplishment is overlooked. 
For example, two divisions of a large man- 
ufacturing company earned the same return 
on investment, had about the same profit 
gain over the previous year, and showed 
comparable results where other statistical 
measures were concerned. However, in- 
vestigation of the ‘‘difficulty factor” indi- 
cated that one division had been losing its 
“share-of-market’” during each of the 
previous three years, and its profit gains 
in the latest year did not equal those 
chalked up by competitors. The other 
division ended the year with a better 
profit improvement over the previous year 
than their competitors, despite the fact that 
early in the year, a government contract 
had been cancelled and it was necessary to 
secure additional volume at a higher mar- 
gin of profit. 

If the heads of these two divisions had 
been rewarded with equal bonuses, as the 
statistical measures indicated they should, 
one man would have been rewarded for 
poor performance, and the other executive 
would have been relatively poorly re- 
warded. In the final analysis, it is the 
judgment—objective and _ fact-founded, 
perhaps, but still judgment—of top man- 
agement that must determine relative per- 
formance even in these fully profit-respon- 
sible positions. 

Despite the trend to divisionalization, 
there are comparatively few full-profit 
positions. To be effective, therefore, per- 
formance a pare has had to grapple with 
line and staft jobs below the manager level. 
The most promising prospect for realistic 
performance evaluation at this level lies 
in what might be called the “cost and in- 
come” jobs—manufacturing and selling. 
The dependence of one group on the other 
forecloses direct profit accountability. But 
carefully developed budgets, based on sales 
volume and manufacturing cost variances, 
offer quantitative targets that provide 
reasonable performance criteria. 

There are problems of budget “‘tight- 
ness” involved in this approach, since a 
sales executive working against a “loose”’ 
budget can make the manufacturing ex- 
ecutive with a “tight” budget look bad, 
and vice versa. Needless to say, judgment 
is important both in setting up a budget 
and in comparing the results reported by 
the various functions against their budgets. 
Similarly, a heavy larding of judgment is 
needed for such measures of manufactur- 
ing effectiveness as product quality, labor 
productivity and material usage; or meas- 
ures of sales effectiveness@such as a 
product’s share-of-market, or the type and 
character of its customers. 


- 





In addition to the dollar budgets fur- 
nished by the accounting department, some 
companies have been experimenting with 
what might be called a “planned work 
program” in appraising performance. This 
approach’ involves translating financial 
budgets into the functional job elements 
needed to accomplish the company’s fiscal 
goals. For example, the year’s planned 
work program of the Engineering Depart- 
ment might include, among other things, 
specific projects needed to attain the Sales 
Department's volume objectives, the de- 
velopment of a new creative function 
within the department to attain longer- 
term company objectives, and the develop- 
ment of engineering talent to replace soon- 
to-retire key executives. 

The planned work program of the 
treasurer of one —— using this ap- 
proach was in part as follows: 


1. Reduce paperwork handling costs by 
5 per cent. 

2. Increase the return earned on work- 
ing capital 2 per cent by faster turnover of 
available funds. 

3. Study credit loss ratio and recom- 
mend an optimum credit loss figure from 
an over-all profit viewpoint based on cur- 
rent market conditions. 

4, Designate for future development 
two men as potential replacement for self. 

5. Reach agreement with state tax au- 
thorities on a revised property tax basis 
that reduces this outlay at least 15 per 
cent. 

6. Introduce variable budgets in plants 
Nos. 1 and 2. 

7. Develop a return-on-investment pol- 
icy covering capital expenditures for sub- 
sidiaries A and B. 


The work program technique forces 
management to plan company objectives in 
fairly specific terms at the beginning of the 
year, and permits a review at the end of the 
year of the effectiveness of individual ex- 
ecutives in accomplishing what they set 
out to do. 

The planned work program : ae is 
particularly helpful where staff jobs are 
concerned. Dollar budgets are a poor 
measure of performance for this large and 
expanding group. It is the quality of the 
advice and counsel given by the personnel 
executive, for instance, that measures his 
value, rather than the fact that he has a 
$400,000 budget and hits it on the nose. 
But if the personnel function is charged 
with specific short-term responsibilities— 
such as developing an incentive plan for 
certain hourly workers, negotiating the 
elimination of restrictive clauses from a 
union contract, reducing the turnover of 
supervisory employes 10 per cent, and the 
like—the performance of the department 
can be measured in terms of tangible ac- 
complishments. 

Breaking the executive performance ap- 
praisal problem down into three broad 

(Continued on page 434) 
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FOR EFFICIENT...WORK PRODUCTIVE OFFICE AREAS 


Ve rsa-Line 


Security Steel VERSA-LINE is the answer 
to the high cost of office space and the 
demands for increased office efficiency. 


Security Versa-Line converts unused 
office space into productive work areas. 

It makes possible an unlimited number of 
arrangements—custom-made for every 
office requirement. It is mobile, 

flexible and adaptable. 


These units are ready to serve you—to help 
make your office more efficient and 
productive. They come in a range of 

colors to match or blend with 

any decorative scheme. 


For your free copy of the new Security Steel 
Versa-Line Catalog, fill out and 
return this coupon. 





SECURITY STEEL EQUIPMENT CORPORATION 
AVENEL, NEW JERSEY 


OFFICE EQUIPMENT 
cma 





GROUP “E” GROUP “L” 








GROUP “G” GROUP “K” 


SECURITY STEEL EQUIPMENT CORPORATION 
530 Middlesex Road, Avenel, New Jersey 


Please send me the free Security Versa-Line Catalog No. 456. 
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The Key to a Productive Executive Incentive Plan 


(Continued from page 432) 

categories—the position with full-profit 
responsibility, the cost and income jobs, 
and the staff jobs—minimizes the risk of 
serious error in paying bonuses based on 
performance appraisal. The fully profit- 
responsible jobs, if there are more than 
one, can be evaluated most accurately. 
Therefore, they should be appraised first, 
with the cost and income ro appraised 
next, and the latter's bonuses ‘“‘slotted’’ 
around those determined for the full-profit 
jobs. With the bonuses of these two groups 
agreed upon, they can be used as a basis for 
ranking the hard-to-evaluate staff jobs. 


OTHER ADMINISTRATIVE APPROACHES 

One of the important developments of 
recent years in incentive plan administra- 
tion has been the decentralization of bonus 
recommendations to lower levels of man- 
agement. For example, after the total 
bonus fund has been allocated to the vari- 
ous functions of the business, based on 
their relative performance, this approach 
envisages the functional heads making 
allocations to those reporting to them that, 
in turn, will be allocated to the next lower 
echelon, and so on. 

Final bonus decisions, of course, are 
made by the chief executive or a committee 
of the board. If the chief executive officer 


is experienced, the changes he makes in 
these recommendations will be intended 
largely to balance the open-handedness 
of some executives and the pinch-penny 
approach of others. Under this concept, 
executives at all levels must accept respon- 
sibility for making bonus recommenda- 
tions in keeping with the spirit of the 
company’s basic philosophy. For example, 
one large company insists bonus recom- 
mendations follow a dispersion, or scatter, 
around the bonus percentage to salary 
bogey that their experience indicates is a 
practical gauge of executive habit patterns. 
The bonus of a senior divisional executive 
was cut in half largely because his bonus 
recommendations were related almost en- 
tirely to salary, and ignored the dispersion 
philosophy which called for some very 
high bonuses and some low bonuses. Be- 
lieving in the reward-and-penalty ap- 
proach to incentive payments, the chief 
executive by this action was policing a 
long-established company philosophy to 
ensure its consistent application by all ex- 
ecutives. Needless to say, the offending 
executive was told wherein he was wrong 
—an essential step, if the training potential 
of incentive compensation is to be fully 
realized. 

Companies that have worked with ex- 
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ecutive incentive compensation for many 
years tend to develop guidelines covering 
the dispersion of small and large bonus 
payments. One sound approach is to 
recognize thatethe two most important 
groups of executives being appraised at 
any time are the 15-20 per cent who have 
turned in the best performance, and the 
15-20 per cent that did the poorest job. 
In most companies, executives at these 
two extremes can be identified with 
reasonable accuracy. This keeps attention 
focused on the outstanding performers, 
which include the most likely candidates 
for promotion, and the weaker executives 
who have to be watched with equal care. 

Bearing in mind that bonus payments 
are designed to motivate, it is important to 
establish how large a bonus to pay those 
in the top 15-20 per cent, and what to do 
about the low men on the performance 
pole. This is a key decision, for it enables 
the executive group to measure the values 
top management places on outstanding 
versus poor performance. The great middle 
group of 60-70 per cent will normally re- 
ceive bonuses that are fairly close to the 
bogey for their level of compensation, but 
bonus action at the two extremes requires 
a deep understanding of the needs of the 
particular company. As experience with 
incentive administration accumulates, it is 
likely that distinction in relative perform- 
ance within this large middle group of 
executives will sharpen, permitting a more 
knowledgeable bonus distribution to this 
group. 

If individual contributions can mean 
substantial profit increments, top bonuses 
probably should be large. By the same 
token, poor performance under these con- 
ditions might well result in no bonus. In 
the ‘‘teamwork industries,’ on the other 
hand, the spread between top performance 
and poor performance will tend to be much 
narrower because of the tendency of one 
man’s performance to depend on the per- 
formance of others. 

The attitude toward poor performance 
is critical. Where it can clearly be demon- 
strated that performance is below par, the 
elimination of any bonus payment may 
well be the best incentive. But the pro- 
portion of the ‘‘no bonus’ group to the 
total needs careful attention, and the evi- 
dence should be sufficiently convincing so 
that the poor performers can be told where 
they fell down. There is also reason to be- 
lieve that performance should warrant at 
least a 10 per cent bonus, even at the lowest 
eligible salary levels, or none should be 
paid. Less than this appears to be too little 
to provide any real incentive. 


CONCLUSION 

The study of a good many successful 
and unsuccessful bonus plans leads to the 
conclusion that the chances of establishing 
a productive incentive plan are increased 
if the industry is highly competitive, and 
the company has had competitive, decision- 

(Continued on page 436) 
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SHOTS & CLOSEUPS WITH THE CONTROLLER CAMERA 


Detroit, Michigan 


The 20th anniversary of the Detroit 
Control of Controllers Institute of Amer- 
ica was observed at a dinner meeting at 
the Hotel Statler recently. Several of the 
Institute’s national officials attended the 
event, which was organized by a commit- 
tee under the chairmanship of John E. 
Hearst, comptroller, S. S. Kresge Com- 
pany, Detroit, who served as a president of 
the Control, 1940-41. 

LEFT ABOVE 

Mr. Hearst is at the right enjoying the 
remarks by Lester R. Downie, vice presi- 
dent, Kelsey-Hayes Wheel Co., Detroit, 
who served as second president of the 
Control, 1937-38. 


THE CONTROLLER 


INSTITUTE 
AMERICA 
CONTROL 


‘ 


RIGHT ABOVE 

George W. Schwarz, formerly national 
president and chairman of the Board of 
Controllers Institute and a past president 
of the Detroit Control, 1942-43, presents 
an accounting of the past history of the 
Control during its two decades. At his left 
is C. R. Fay, past national president and 
chairman of the Board of Controllers In- 
stitute, and vice president and controller, 


Pittsburgh Plate Glass Company. 


BELOW 
At the reception, prior to the dinner, 
National President Robert N. Wallis, 
treasurer, Dennison Manufacturing Com- 


CONTROLLERS 





pany, Framingham, Mass. (second from 
left), is greeted (left to right) by Lionel 
J. Sorensen, vice chairman, Kemper In- 
surance Co., Chicago, Ill., a past president 
of the Control, 1949-50; George W. 
Schwarz, vice president and general man- 
ager, General Products Division, Wyan- 
dotte Chemicals Corporation, Wyandotte, 
Mich.; Alvin Kropf, vice president and 
controller, R. L. Polk & Co., Detroit, a 
past president of the Control, 1948-49; 
Paul Haase, managing director, Control- 
lers Institute; and V. D. Hanna, assistant 
treasurer, Wolverine Tube Division, Cal- 
umet & Helca, Inc., Detroit, a past presi- 
dent of the Control, 1946-47. 
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Write today for unmistakable proof that we can help solve 
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Co., 3140 Frederick Avenue, Baltimore 29, Md. 
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The Key to a Productive 
Executive Incentive Plan 
(Continued from page 434) 


delegating chief executives in its recent 
history. It is even more important that the 
current president be a competitive indi- 
vidual who is willing to delegate authority 
and to hold executives accountable for 
their responsibilities. 

The president should be willing and 
able to reward outstanding performance, 
and penalize poor performance—even 
where old associates are concerned. If he is 
to do this effectively, the company must 
be organized on a basis that permits him to 
tell who is doing what. This means re- 
sponsibilities must be clear-cut. 

Thus a company is a likely candidate 
for incentive compensation if executives 
are doing things as individuals, and have 
responsibilities over which they exercise 
direct control. The performance of such 
executives can be more realistically judged, 
hence more accurately rewarded or pena- 
lized. 

But the chances of a profit-productive 
incentive plan are less hopeful if the in- 
dustry is only mildly competitive, govern- 
ment dominated or involves an economic 
or product monopoly. There is a strong 
likelihood that such an industry back- 
ground will produce a committee-run com- 
pany, and committee-run companies ap- 
pear to be poor risks where incentive 
compensation is concerned. 

If company executives could be charac- 
terized as a “happy, contented group,” it 
would be well to think twice before adopt- 
ing an incentive compensation plan. In- 
centives seem to work best with “hungry” 
men, with acquisitive men, with an ex- 
ecutive group discontented enough to run 
the risks necessary to bring about an above- 
average profit improvement. 

The decision to adopt an incentive plan 
had better be well founded, for an unsuc- 
cessful plan is normally worse than none— 
and its unhappy ghost remains to haunt its 
perpetrators for years. 

Once having been launched, an incen- 
tive plan’s profit-productivity depends on 
consistent administration within the frame- 
wotk of a well-thought-out philosophy. 
Executive incentives have become more 
effective profit producers with each passing 
year, as the administrative skill of top man- 
agement has improved. But on the shoul- 
ders of the chief executive, above all others, 
rests the responsibility for having the 
patience, courage, and the competitive apti- 
tude necessary to create the environment 
that means success to an incentive plan. 





APPRAISALS 


NATIONAL ORGANIZATION OF APPRAISAL ENGINEERS 
STANDARD APPRAISAL COMPANY 





BOSTON 6 CHURCH STREET ATLANTA 
PHILADELPHIA WEW YORK,N.Y. CHICAGO 
PITTSBURGH ‘ ST. Louls 
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PROGRAM 
Saturday 10:00 a.m. 


Sunday p.m. 
Monday 9:30 a.m. 
10:30 a.m. 


noon 


2:30 p.m. 
eve. 
Tuesday 9:30 a.m. 


noon 


2:30 p.m. 


eve. 


Wednesday 9:30 a.m. 


noon 


Ladies Events 


Waldorf Astoria 4 


Local Control Officers and Directors Meeting 
Reception for members 

Members’ Business Meeting 

Economists Round Table. Discussion by Arthur 
R. Upgren, Amos Tuck Graduate School of 
Business; Donald Woodward, Vick Chemical 
Co.; William F. Butler, Chase National Bank; 
and Dexter M. Keezer, McGraw-Hill Co. 
Luncheon Session: Melvin Baker, president, 
National Gypsum Co. 

Industry Conferences. (See list to right) 

Open 

General Session on fringe benefits: Speakers 
will be: On GAW—-Professor Abraham Git- 
low, New York University; On Pensions and 
Group Insurance—Leslie Harper, assistant con- 
troller, Eastman Kodak Co.; On Stock Pur- 
chase Plans, etc-—Paul Brower, director of Ad- 
vanced Underwriting, Mutual of New York; 
On Other Benefits—Allen H. Ottman, presi- 
dent, Rochester Manufacturing Co. 

Luncheon Session: The Reverend Dr. Ralph 
W. Sockman, pastor, Christ Church, Metho- 
dist, New York.—"'Free Men in a Frightened 
W orld.” 


Topical Conferences (A new feature) Spon- 
sored by the technical committees of the New 
York City Control of Controllers Institute. 
(See list to right) 

Banquet/dance (Another new feature) 

25th Anniversary Observance 

General Session on executive development. 
Speakers will be from General Electric, S. C. 
Johnson & Son, Inc. (Johnson’s Wax), and 
Booz, Allen & Hamilton 

Luncheon Session: Dr. Will Durant—''The 
Ten Greatest Thinkers.” 

will include a special luncheon, fashion show 
and tea sponsored by the New York City Con- 
trol at the Waldorf-Astoria Hotel 









SUBJECTS AT 
THE INDUSTRY CONFERENCES 
Monday afternoon 
Bank Statements Are Everybody's Busi- 

ness 
Financial Factors in the Expansion of a 


Chemical Industry and Cost Control in 
the Paint Industry 


Controller's Responsibility in the Mar- 
keting of a New Product 


Direct Costing for Electrical Manufac- 
turers 


Gearing Insurance Accounting to Man- 
agement’s Needs 


The Changing Patterns of Distribution 
in the Food Industry and the Effect of 
Such Changes on Distribution Costs 


General Discussion of Topics of Current 
Interest 


Product Diversification and Return on 
Investment 


Inadequate Depreciation in the Metals 
Manufacturing Industry 


Joint Ventures and Partnerships in the 
Oil and Mining Industries 


Preparation of an Industrial Costing 
Manual and Mill Overhead Allocation 
and Accounting for Paper Mill By-prod- 
ucts 


Problems of Magazine Publishers 
Organizing for Electronic Data Processing 


Direct Costing in the Textile Industry 
and Diversification and Merger 


SUBJECTS AT 
THE TOPICAL CONFERENCES 
Tuesday afternoon 
Accelerated Depreciation and Other Ways 
to Save Taxes 
The Controller's Opportunity in Financial 
Public Relations 


How the Controller and the Personnel 
Director May Work Together Effectively 


Cost Control for Cost Reductions 
Problems of a Controller Considering 
Electronic Data Processing 

The Development of Controller's Depart- 
ment Personnel 

Transacting Business in Foreign Countries 
Techniques of Capital Asset Management 
Establishing the Goals of a Business 


, Tlew York, Sep tember 50- October 3 
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THURBER H. BIERCE 
General Chairman 
Industry Conferences 





ALEXANDER BOAG, JR. 


Fouds, Beverages and 
Allied Products 





HAROLD R. DeJAGER 


Vice Chairman 
Topical Conferences 





Controllers Business Show to 
Open September 30, New York 


The business 
exhibits, staged 
at the 25th An- 
nual National 
Conference of 
Controllers In- 
stitute of Amer- 
ica, being held 
at the Waldorf- 
Astoria Hotel, 
New York City, 
from September 
30 to October 3, 
will be open to visitors on Sunday, the 


CHARLES B. LUNSFORD 


30th, and will be on view throughout the 


entire Conference from 9 a.m. to 6 p.m. 


THE CONTROLLER.............. 


EDGAR R. CODDINGTON 
Textiles and Apparel 


DAVID R. DOWNING 
Methods and Procedures 


* CONFERENCE CHAIRMEN * 
1956 ANNUAL NATIONAL CONFERENCE 


Controllers Institute of America 


Industry conferences in 14 fields and topical conferences in nine 
areas are being planned by these chairmen for those attending the An- 
nual National Conference of Controllers Institute to be held Sep- 
tember 30-October 3 at the Waldorf-Astoria Hotel in New York. 
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SEE 
COMPLETE 
LIST OF 
SUBJECTS 
ON 
PAGE 437 








* Also chairman, 
Metals Manufacturing 


FREDERICK M. EISNER 


Cost Accounting and 
Analysis 











daily in the Basildon and Jade Rooms and 
the Astor Gallery. 

The special Business Show Committee, 
under the chairmanship of Charles B. 
Lunsford, controller of the Equitable Life 
Assurance Society of the U. S., will be in 
charge of this phase of the 25th Anni- 
versary activities. Exhibitors will be: 
ACTUARIAL SERVICE CORPORATION 

Let us tell you about a new instrument of finan- 
cial management that substitutes indemnity for con- 
tingency reserves—without tax penalties. 

CHARLES BRUNING COMPANY, INC. 

Desktop copying machines for speedy release of 
vital information; producing cumulative or con- 
solidated reports without intermediate typing. 


BURROUGHS CORPORATION 


Demonstrations of complete line of accounting 
machines and application of Sensimatic to punched 
tape equipment with tape-to-card converter. 
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JOHN J. DARBY 
General Accounting 


ARMANDO J. GARVILLE 
International Operations 





RICHARD G. JONES* 


General Chairman 
Topical Conferences 


Dementi 





IRVING D. DAWES 


Chemical, Paint 
and Allied 





IRVING J. HANCOCK 
Mining and Extractive 





COPEASE CORPORATION 
Revolutionary machine for office copying via 
“dry” photocopies—any document in seconds. 


CUMMINS-CHICAGO CORPORATION 

Automatic numbering perforators for order and 
shipping control, invoice canceling machines, 
punched card selecting and reconditioning equip- 
ment, check signers, and check endorsers. 


FASTMAN KODAK COMPANY 
Verifax Signet Copier, engineered for versatility 
and designed for the modern office. 


FELT & TARRANT MANUFACTURING COMPANY 

Comptograph ‘202’ 10-key calculating-adding 
machines with exclusive Visi-balance window; new 
Commander comptometer; dictation-transcription 
machine; comptometer adding-calculating machines, 
electric and nonelectric. 


FERRIS BUSINESS EQUIPMENT, INC. 

Rotary files and indexless tub files for fast rel- 
erence and posting; tremendous capacities of any 
record size card. 150 models available. 


FRIDEN CALCULATING MACHINE CO., INC. 


Computyper, the add-punch machine for inte- 
grated data processing; Friden adding machines 
and Friden automatic calculators. 
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Phillips 





KENNETH W. HILL 
Printing and Publishing 


Coleman 








HOWARD A. LEIF 
Banking and Investment 


Fahian-Rachrach 





CHARLES E. SENER, JR. 
Public Utilities 


Insurance 





THE HALOID COMPANY 


_Xerography—the fastest, cheapest, most versa- 
tile way to prepare masters for all types of dupli- 
cating: offset, diazo type, spirit, fluid. 
INTERNATIONAL BUSINESS MACHINES CORP. 

New and automatic data-processing equipment 
and modern electric typewriters. 


FRANK M. KNOX COMPANY INC. 

_ Cost control and planning for office automation, 
including methods and procedures analysis, cleri- 
cal work measurement, work simplification and 
forms control. 


LUMBERMENS MUTUAL CASUALTY COMPANY 

Serving the property and casualty insurance 
needs of American commerce and industry. 

MAGNA CREST SALES iNC. 

Thermo-Fax “‘secretary” model copying machine; 
completely dry, one-step copying method. 
MARCHANT CALCULATORS 

Demonstration of the Deci-Magic—first calcula- 
tor with completely automatic decimals. 

THE MCBEE COMPANY (div. Royal McBee Corp.) 


McBee Unit Analysis—operating and financial 
feports for P&L statement, balance sheet, adminis- 


RAYMOND O. HILL 
Electrical Manufacturing 





JOHN McCUSKER 


Management Planning 
and Control 





T. CORWIN STEELE 
Fire and Casualty 


DALE R. HODGES 
Machinery Manufacturing 


Merkert 





HAROLD E. RANDALL 


Vice Chairman 
Industry Conferences 


Fabian-Bachrach 





W. W. STRASSER, JR. 
Taxes 


Or ge 





trative expense, production reports, budget and 


statistical reports. 


NATIONAL CASH REGISTER COMPANY 

New class 38M _ typewriter-bookkeeping ma- 
chine; class 31 with punched paper tape recorder; 
class 2000 payroll machine with automatic tax 
computer; class 41 analysis machine; model 158 
bookkeeping machine; high-capacity adding ma- 
chines. 


OZALID DIV.—GENERAL ANILINE & FILM CORP. 

Ozamatic cuts unproductive clerical time, elimi- 
nates transcription errors in accounting, order in- 
voicing, purchase-receiving, and production con- 
trol systems. Dry, ready-to-use letter-size copies in 
seconds. 


RECORDAK CORPORATION 
Microfilming equipment for rapid production of 
paper facsimiles from microfilms. Verifax. 


STATISTICAL TABULATING COMPANY 

Punched card tabulating service bureau. Punched 
card tabulating, calculating, typing and temporary 
office personnel. Regular or emergency basis— 
day or night. 
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WILLARD D. HOLT 
Life Insurance 





ay 


CLAYTON E. ROGERS 





O. PENDLETON THOMAS 


WALTER C. LAUT 
Finance Management 





HAROLD F. SANDERS 


Capital Assets and 


Paper Products 
Related Reserves 


Raeburn 





J. O. WAYMIRE 


Drugs, Cosmetics 
and Soaps 


inization Planning 


STENAFAX—DIV, TIMES FACSIMILE CORPORATION 

Electric facsimile copying machine for auto- 
graphically making offset masters and mimeograph 
stencils. Planofax master for offset. 


THOMAS COLLATORS INC. 

Mechanical and electrical collating machines; ta 
ble-top for small users; tandem for large users; 
two intermediate sizes. 


VICTOR ADDING MACHINE CO. 

Automatic printing calculator performing all 
figure functions, providing correct symbols on tape 
and machine. Constant key permits multiplication 
or division by same figure indefinitely without need 
of re-entry. Total transfer eliminates need for re- 
entry of totals to be further processed. 


VISIRECORD 
Visible record-keeping system providing facts at 
a glance with fingertip control 


WORKMAN SERVICE INC. 

Professional office service for handling overload 
work by supplying temporary help; clients’ offices 
or ours in Chicago, Minneapolis, Los Angeles and 
New York. 
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It’s 


NEW 


It’s 


INFORMATIVE 


It’s 
NECESSARY 


It’s Record Control’s 5th edition of 
Retention and Preservation of Rec- 
ords with Destruction Schedules. 


Recent changes in State and Federal 
laws have lengthened the time some rec- 
ords must be retained. Keep abreast of 
these changes, know the proper answers— 
protect yourself and your company. 


This booklet is 44-pages of factual in- 
formation, carefully edited, precise and 
understandable. It is $4.00 per copy and 
every office manager, file supervisor or 
record controls head should have one— 
order your copy today. Use handy coupon. 





8th Annual Records Administration Seminar 
Sponsored by Record Controls, Inc. Five full 
days November 26-30—Palmer House, Chicago. 
Write for reservations and information. 











MAIL TODAY -- - - - “I 


RECORD CONTROLS, INC. 
209 S. La Salle St., Chicago 4, Ill. 


Find enclosed my check in the amount of 
Di schuseee for which send me .... copies 
of Retention and Preservation of Records 
with Destruction Schedules. 


Company 


r A 
Q 
7 
® 


RECORD CONTROLS, INC. 


A nationally known skilled organization for 
developing efficient records systems, featuring 
‘ton the job” training. They do not sell sup- 
plies or equipment. 


209 S. La Salle St. 
516 Fifth Ave. 


Chicago 4, Ill. 
New York City 36, N. Y. 


Dr. Fred S. Cook 


P.O. Box 353 Palo Alto, Calif. 
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MANAGEMENT POLICIES IN AMERICAN BANKS* 


By Homer J. Livingston 





Reviewed by JOHN C. SHEA 

Vice President 

Whitney National Bank of New Orleans 
New Orleans, La. 


Everyone charged with the responsibility 
of charting bank management policies or 
interested in good bank management 
should read this book, the theme of which 
may be said to be contained in Mr. Living- 
ston’s opening statement: 

“There is one responsibility of the 
banker which transcends every other bank- 
ing obligation, and that is the res ponsibil- 
ity to manage his bank with the highest 
degree of competency, so that the safety of 
the bank's deposits is assured.” It is an 
excellent treatise on sound banking pol- 
icies and is in keeping with the author's 
widely known reputation as a good banker. 

Mr. Livingston has summarized in his 
book the results of a survey of banking 
supervisory authorities who certainly, 
through the duties they perform, are in 
a position to analyze and review the 
management policies of banks. The book 
can be read and digested within a rea- 
sonable space of time. This should ap- 
peal to the busy banker. 

Mr. Livingston states that the primary 


| responsibilities of a banker are: 


1. To recognize the obligation to pro- 
vide adequate credit to businessmen, 
consumers, and farmers of our nation; 

2. To be skillful in the management of 
bond investments ; 





* Published by Harper and Brothers, 49 East 
| 33rd Street, New York 16, N. Y. $3.00. 


3. To have a thorough knowledge of 
government monetary and fiscal pol- 
icies, Treasury debt management and 
the Federal Reserve System and their 
relationship to the entire banking 
system of 14,367 banks; 

. To be painstakingly aware of the 
need for building bank capital ac- 
counts; 

5. To realize that good management ne- 
cessitates a good auditing and control 
system in every bank; 

6. To give careful consideration to 
plans for selection and training of 
officers and employes and for the de- 
velopment of competent successor 
management; 

7. To meet fully the requirements of 
banking leadership by having an in- 
telligent understanding of world 
banking and financial problems; and 
finally 

8. To be constantly aware of the vast 
economic and social implications of 
his banking activities. His manner of 
demonstrating farsighted economic 
and social vision will largely deter- 
mine the tone and temper of public 
opinion regarding the banking sys- 
tem. 


> 


As the author so aptly points out: “Only 
by excellent know-how can a banker meet 
the obligations due his depositors, his com- 
munity and his stockholders.” 

Mention is made of the great economic 
change that has taken place in this country 
during the last generation or so. Population 
has increased 56 million, homes owned 
have more than doubled and life insur- 
ance in force is up about ninefold. The 
gross national income has increased from 
$75.7 billion in 1930 to $299.7 billion in 
1954. 

Mr. Livingston reports one out of every 
three of the 51 million family units in 
1953 were in the $4,000 to $7,500 annual 
income group. This group has more than 
tripled in both numbers and income since 
1929. 

During the last 50 years the number of 
students enrolled in college and univer- 
sities has multiplied 17 times. 
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More than 250,000 scientists are em- 
ployed in the 5,000 privately owned in- 
dustrial businesses. It is estimated that 
ossibly one-half of all employment in the 
United States results from the scientific 
efforts of research laboratories. 

The question is asked, ‘Has the bank- 
ing industry kept pace with the nation’s 
progress?” The answer is expressed more 
dramatically by quoted statistics than by 
mere words. 

As the author says, “As we look back 
over the years, conditions do not ap pear to 
have been normal, nevertheless, the gen- 
eral pattern of the growth of the banking 
system has been clear and consistent,” and 
continues,"We have been witnessing an 
industrial revolution—the greatest indus- 
trial revolution in history and the most 
dynamic free-enterprise economy that 
banking has ever known. During this 
period, we have seen business booms and 
crashes, money panics, bank runs, agricul- 
jural depressions, economic prosperity and 
disaster, and two major wars; and despite 
all this, one might say of our free-enter- 
prise economy and the American banking 
system, the words of an old, familiar verse: 


‘The rain descended, and the floods came, 
and the winds blew, and beat upon that 
house; and it fell not; for it was founded 
upon a rock.” 


Decades of hard work and dedicated 
service are the backbone of the great bank- 
ing system that serves this country. The 
banker plays a vital role in helping the 
economy of free enterprise and private 
property to exist. Speaking of the future, 
Mr. Livingston says: "In a world where 
men and nations are being compelled re- 
lentlessly to choose between freedom of 
enterprise and government control, be- 
ween the rights of individual men and the 
encroaching powers of the state, and be- 
ween private property and state owner- 
ship, the competency with which banking 
institutions meet their responsibilities may 
have far-reaching and decisive results.” 

Calling credit “the currency minted of 
faith,” the author goes on to say that “the 
fundamental responsibility of the banking 
system is to supply the various types of 
credit demanded by producers, consumers 
and investors who make up the complex 
pattern of our economic society. Credit has 
provided the lubricant for American in- 
dustry since the founding of the Republic’ 
and that the “‘ntangible currency’ that 
banks create will play a steadily increasing 
part in the financing of our maufacturing, 
commercial, transportation, and agricul- 
tural enterprises. 

The question was asked “What weak- 
ness in lending is found most often?” Re- 
plies received from 28 examining agencies 
expressed the opinion that the most fre- 
quent weakness in bank lending was the 
failure of the banker to require a definite 
repayment plan. Those who require a firm 
understanding with borrowers as to the 
terms and means of repayment, maintain 
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BUSINESS 
ELECTRONICS 


REFERENCE GUIDE 


Velume 3 


will give you the most complete and au- 


thoritative and up-to-date information on: 


7 COMPUTER INSTALLATIONS AND APPLICATIONS. Latest in- 
* formation on all makes of electronic computers. Tells what 
type of equipment each company has, when each piece was 
installed, and the actual applications for each computer. 
Complete information on different electronic computers, plus 
additional equipment used by more than 90 companies. 


DaTA-PROCESSING SysTEMS. Descriptions of electronic 

ol. digital computing systems available for purchase or rent at 
the present time. Information for each computer includes 
general characteristics, operating characteristics, size and 
weight, and purchase or rental price. 


3 CONFERENCES, SEMINARS, TRAINING PROGRAMS. A listing 
* of all regularly scheduled courses offered by colleges and 
universities. Subject matter and tuition fee also given. 


4 PUBLISHED MATERIAL. Complete, but concise, descriptive 
* listings of all worthwhile literature on business electronics 
published between January 1, 1956 and July 15, 1956. 


5 ExTRA FEATURES. Descriptive listings of visual presentations 
* available and information on commercial computing centers. 





$6.00 ($5.00 to members of Controllers Institute) 
ELECTRONICS BINDER. Keep all your Foundation studies on elec- 
tronics in one place. Special stamped binder for desk or shelf use. | 
$2.50 ($2.00 to members of Controllers Institute) 


Orders from nonmembers outside Continental U. S. and Canada 
must be accompanied by remittance. 





CONTROLLERSHIP FOUNDATION, “INC. 
Research Arm of Controllers Institute 








TWO PARK AVENUE - NEW YORK 16, N. Y. 








the soundest loan portfolios. One an- 
swered ‘A reliance on collateral security 
as a deciding factor in the granting of 
credit instead of an analysis of the bor- 
rower's ability to repay out of earnings or 
conversion of earning assets is a frequent 
lending weakness.” Frequently there is a 
failure to develop prompt and efficient 
collection measures. Some are brought 
about by competition from other lenders 
which is a poor excuse for not enforcing 
a strong collection policy. 

One of the prime considerations in 
lending is the borrower’s personal history 
and moral character. In many instances, 
more losses were caused by granting ad- 
ditional advances in the hope of making 
recovery on delinquent loans. Often the 
trouble is caused by a desire to build a large 





A brand-new 


professional tool... 


STATISTICAL 
SAMPLING 
for AUDITORS 
and ACCOUNTANTS! 


By LAWRENCE L. VANCE, Professor and 
Chairman of Accounting, University of 


STATISTICAL 


SAMRLING 


ee 
for AUDITORS 








California 


and JOHN NETER, Associate Professor of 


Statistics, University of Minnesota 


Let this new book show you how to handle 
your sampling problems more objectively and 
efficiently! It introduces basic statistical sam- 
pling concepts and describes useful techniques, 
with illustrations wherever possible. It points 
out the nature of the auditing or accounting 
problem to be solved before the techniques can 
be effectively applied. Some of the questions it 
answers: 


How big a sample to take. 
How to select a sample. 


How to interpret the sample after it is 
examined. 


How to improve control of the quality 
of clerical work. 


How to substitute sampling for complete 
counting of such things as inventory, 
with the degree of precision specified. 


Clear and practical in treatment, this is the first 
book to expound statistical methods for ac- 
counting (as distinct from auditing). 


1956 310 pages $9.00 
Order your on-approval copy today! 


Mail this coupon 


7 JOHN WILEY & SONS, Inc. ie 
| 440 Fourth Ave., New York 16, N. Y. 
| 
| 
| 
I 
I 
| 
I 
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Please send me Statistical Sampling for 
Auditors and Accountants to read and ex- 


return the book and owe nothing, or I will 
remit $9.00, plus postage. 
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loan volume without proper consideration 
to screening for quality and repayment 
ability. Lack of financial statements is an- 
other cause of losses. Mr. Livingston’s sur- 
vey indicated most loan officers were well 
qualified and poor judgment was seldom 
the only cause of a loan loss. 

Good credit files are a must for the 
banker to reach a sound decision. Ante- 
cedent information about the borrower, 
balance sheets, financial statements, sur- 
plus accounts, budgets, coupled with the 
ability to analyze the information intelli- 
gently after it is obtained are fundamental 
responsibilities that cannot be avoided. 
Credit files must be complete and kept up 
to date and information received from the 
customer regularly so the banker can keep 
abreast of the customer’s financial con- 
dition and the effect changes in business 
conditions may have upon his financial 
condition. Memorandums pertaining to 
important conferences with borrowers, 
visits to his plant or place of business 
should be noted in the file. The banker can 
help the borrower avoid unsound financial 
practices by knowing more about his finan- 
cial status. Credit information should not 
be trusted to memory, for all the credit 
information goes with the officer when he 
leaves. 

In regard to the bank bond portfolio, 
Mr. Livingston says, “Investments in the 
obligations of the United States Govern- 
ment are one of the major earning assets 
of the commercial banks in the United 
States. This is a development paralleling 
the growth in the debt of the Federal Gov- 
ernment. The bond accounts of the banks 
grew in relative importance during the 
middle thirties with the deficit financing 
undertaken for public works, followed by 
much larger expenditures and deficits as 
our defense outlays mounted. 

“The banks’ government bond accounts 
assumed an even more significant role 
during World War II when vastly greater 
sums were expended by the United States 
for military purposes. It was the intention 
of the monetary authorities that the bonds 
issued to finance the war deficit be pur- 
chased and held by nonbank investors, and 
as a consequence the banks were not per- 
mitted to subscribe to issues floated in the 
last six war loan drives. However, because 
of the maintenance of ‘the pattern of rates’ 
decided upon early in the war and because 
of the magnitude of the war deficits, the 
close of World War II found the com- 
mercial banks of the country holding 
nearly 60% of the national debt.” 

In the post-war period investments in 
United States government securities de- 
creased from $78 billion to $25 billion. 
Although the national debt increased dur- 
ing the Korean situation, bank holdings 
of United States government obligations 
held constant. The tendency to “reaching 
for yields” should be guarded against be- 
cause this results in a sacrifice of safety 
and poor spacing of maturities. 

It was reported that bond portfolios of 


banks were reasonably well managed. Al- 
though total capital accounts of banks have 
increased, loans and investments and total 
deposits have grown faster, resulting in a 
decline in the bank capital in relation to 
deposits, loans and investments. This is 
despite the fact of conservative dividend 
policies and the retention of a large por- 
tion of earnings by banks. Taxes took 
42% of earnings in 1954. Larger capital 
is needed not only to take care of losses in 
times of stress but also to provide for ex- 
panded credit needs of customers. 

It is vitally necessary that banks have 
the best of accounting and auditing meth- 
ods and must be protected against losses 
arising from the factor of human frailty. 
Although it is said the systems are ade- 
quate, auditing controls are not too well 
established and additional effort is neces- 
sary in this field. Reports concerning 
audits should go to the Board of Direc- 
tors; however, sometimes this is not done. 

Most banks follow the recommenda- 
tions of the American Bankers Association 
concerning insurance and usually have 
adequate insurance coverage. Successor 
management is receiving quite a bit of at- 
tention from wide-awake bank officials. In 
the post-war years the problem of person- 
nel development and successor manage- 
ment has become more acute. The growth 
in the size of banks and in the number of 
branches has called for additional officer 
material and more bank executives are 
needed as bank operations have become 
more complex. Total bank personnel in 
the last 20 years has about doubled but the 
number of officials has increased only 
about 71%. One significant statement was 
that 30 of 46 examining agencies reported 
that banks under their jurisdiction do not 
properly train employes for their jobs. 

The resulting lack of experienced lead- 
ership in “one-man” banks may have a 
serious effect on the bank if the top execu- 
tive unexpectedly dies or is incapacitated. 
The primary and perplexing problem fac- 
ing banking today is successor manage- 
ment. Bank directors have greater respon- 
sibility than they sometimes realize. While 
the daily administration of the bank’s op- 
erations is the duty and responsibility of 
the official staff, final responsibility rests in 
the hands of the directors. Their responsi- 
bilities are not to be lightly accepted or 
casually discharged. The director should 
be and usually is a man of excellent char- 
acter and principles and a recognized 
leader in his own field of endeavor. He 
should understand banking and the bank- 
ing system. 

Like all well-managed businesses, banks 
should have a good advertising and public 
relations program. The author says as the 
stewardship for much of the nation's 
wealth is entrusted to bankers, good finan- 
cial leadership requires that bankers be 
thoroughly informed regarding major eco- 
nomic, monetary, industrial and fiscal 
problems. 
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Mr. Livingston closes his excellent book | 


with the statement “‘awntil management 
meets the challenges outlined, becomes 
more competent and better informed and 
courageously expresses its views in deal- 
ing with monetary, economic and fiscal 
roblems—to that extent advertising and 
public relations of all financial institutions 
will take new and major forward strides.” 


ACCOUNTING FOR COMMU- | 


NITY CHESTS AND UNITED 
FUNDS* 


A Vital 


A 32-page review of procedures to be | 
followed by those responsible for the ac- | 
counting and financial history of Commu- | 


nity Chests and United Funds. 
* Published by the United Community Funds 


Councils of America, Inc., 345 East 46 Street, 
New York 17, N. Y. $3.00. 


REASONABLE EXECUTIVE 
COMPENSATION* 


By C. Richard Gunzer 


A study, which attempts to assemble | 


and analyze the standards being used to 


evaluate the reasonableness of executive | 


compensation since World War II. The 
material is based upon over 170 cited court 


decisions covering 130 different businesses | 


dealing with the reasonableness of execu- 
tive salaries and other compensation. 

In addition, data developed by the SEC 
have been summarized and cited to indi- 
cate the relationship of compensation to 
responsibility and to industry practices at 
various sales or profit levels. 


* Published by Gunzer Publications, Inc., 14 | 


West Hawthorne Avenue, Valley Stream, N.Y. 
$5.95. 


SUCCESSFUL HANDLING OF 
LABOR GRIEVANCES* 


By Bertram R. Crane and 
Roger M. Hoffman 


This book describes and examines the 
industrial grievance from the point of 
origin to the point of final peacemaking 
between the parties. It deals with the 
mechanical and human aspects of the 
grievance institution. Various technical- 
ities and opinions are reviewed and the 
most successful and practical grievance 
clauses are analyzed. The authors do not 
attempt to recommend to the reader any 
one “best” procedure. To do so would be 
to ignore the many variables of different in- 
dustries, areas, managements, and unions. 

* Published by the Central Book Company, 
Inc., 261 Broadway, New York, N. Y. $5.95. 


(Continued on page 444) 
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recorded by Filmsort! 





Statistic...! 
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The System that 
Activates Microfilmed 
Records... 


BIRTHS, marriages, deaths — all the 
vital records pertaining to the entire 
population of one of our Eastern 
states are recorded on microfilm, 
mounted in Filmsort Aperture cards. 
These are documents which must be 
part of a permanent, yet easily ac- 
cessible file, incorporated in this most 
modern of records systems. 


The actual record in this vital 
Statistics applica- 

2% tion is filmed on 

a2 35mm _ microfilm. 

The film is then permanently mount- 
ed into electric accounting machine 





cards processed by Filmsort. Identi- 
fying data is punched into the cards 
so that they can be machine sorted 
and any given document located in 
seconds. This system of combining 
the actual record in film form with 
the means of locating that record, 
achieves both condensation of the 
files and complete accessibility. 


The Filmsort system as applied to 
vital statistics records is simply one 
variation of a completely versatile 
method for the mechanized handling 
of active, large volume records. For 
engineering drawings, personnel 
records, hospital case histories— any 
active records needs — Filmsort offers 
the means of providing the space 
economy of microfilm combined 
with standard card filing systems. 


Unitized Microfilm Equipment—Supplies—plus Service 





FILMSORT DIVISION 
DEXTER FOLDER COMPANY 


Pearl River, New York 





HOW TO INCREASE OFFICE 
PRODUCTIVITY* 


By Earl P. Strong 


The program developed in this book in- 
volves the performance of six functions, 
which, when put together, form a well- 
rounded and effective work improvement 
program. These functions are: (1) Mak- 
ing job analyses of all clerical and super- 
visory positions; (2) Determining and 
setting performance standards for the 
work. performed; (3) Improving job 
work methods and procedures; (4) Train- 
ing office workers in specific knowledges, 
skills, and attitudes; (5) Establishing 
and applying work incentives; and (6) 


Improving supervision at all levels. 

An appendix includes samples of analy- 
ses, rating forms, drills for skill improve- 
ment, and flow charts. 


* Published by Trico Service Company, 1337 
S. Garner Street, State College, Pa. $2.75. 


EFFECTIVE COMMUNICATION 
ON THE JOB* 

An executive is a man who gets things 
done through people. Whenever he gives 
orders, explains procedures, discusses and 
implements decisions he relies on ‘‘face- 
to-face’” communication. Social scientists 
have paid increasing attention to com- 
munication recently, but this research is 
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the positions listed below: 


V TREASURERS 

V COMPTROLLERS 

V CHIEF ACCOUNTANTS 
V STAFF ASSISTANTS 


man for any assignment. 


Financial Executives 


8 & M attracts accountants and executives in related fields from all over 
the country. Many new applicants each month are catalogued for 


V AUDITORS 

V GENERAL ACCOUNTANTS 
V OFFICE MANAGERS 

V COST ACCOUNTANTS 


Executives and Assistants for Credit — Purchasing — Traffic — Personnel Administration 
B & M works closely with each employer client, becoming his personnel 
representative, and makes a special project of finding the right 


B & Mi has a trained staff with both accounting and personnel experience, 
qualified to provide you with the best candidates the market will 
produce and assist you to select “the man” who is custom-made to your job. 


V TAX SPECIALISTS 
V SYSTEMS MEN 

V JR. ACCOUNTANTS 
V BOOKKEEPERS 
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| You may discuss your problems with us personally. Write in detail — or call | 
James J. Burke or Frank W. Hastings — KIngsley 6-2300. 
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Our 25th Year as Organization Builders 


PHILADELPHIA 7, PA. 
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ONOLOGICAL 
BILIZATION 


F CORPORATE RESOURCES 


You are invited to spend a profitable minute with 
us during the National Conference, and to learn 
about a new instrument of financial management 
that substitutes indemnity for contingency reserves 


currency 
exchange 


ACTUARIAL SERVICE CORPORATION 





flood strike 


damages losses 


Conference Headquarters 
Waldorf-Astoria 
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often abstract and not immediately rele- 
vant to the needs of the businessman. 
“Effective Communication on the Job” 
offers realistic solutions to the communica- 
tion problems of the American executive. 
Its chapters on the day-to-day job; com- 
municating upward; the rating problem 
and employment interviews; and confer- 
ence leadership contain practical informa- 
tion that can be applied directly to com- 
munications problems “on the job.” In- 
cluded are such topics as introducing the 
new employe, giving orders, reprimand- 
ing, talking safety, handling rumor, and 
reporting to upper management. 


* Published by the American Management 
Association, 1550 Broadway, New York 36, 
N. Y. $5.50. 


SEC ACCOUNTING PRACTICE 
AND PROCEDURE* 


By Louis H. Rappaport 


A comprehensive explanation of the ac- 
counting provisions of the Securities Acts 
as well as the reporting requirements and 
procedures involved in the SEC's: review 
of registration statements, prospectuses, 
proxy statements, and other documents 
containing financial data. The book de- 
scribes what must be done with respect to 
the financial information in a particular 
filing and suggests how to do it under 
varying conditions. 


* Published by the Ronald Press Company, 15 
East 26th Street, New York, N. Y. $15.00. 


OTHER BOOK ENTRIES 


SUCCESSFUL EXECUTIVE ACTION. By Ed- 
ward C. Schleh. Prentice-Hall, Inc., 70 
Fifth Avenue, New York 11, N. Y. 
$10.00. 


OPERATIONS RESEARCH FOR MANAGE- 
MENT, VOLUME II. Edited by Joseph F. 
McKloskey and John M. Coppinger. 
The Johns Hopkins Press, Baltimore 18, 
Md. $8.00. 


OFrFicE WorK AND AUTOMATION. By 
Howard S. Levin. John Wiley & Sons, 
Inc., 440 Fourth Avenue, New York 16, 
IN. F450: 


ADJUSTMENTS TO LABOR SHORTAGES: 
MANAGEMENT PRACTICES AND INSTI- 
TUTIONAL CONTROLS IN AN AREA OF 
EXPANDING EMPLOYMENT. Depatt- 
ment of Economics and Sociology, 
Princeton, N. J]. $2.00. 


CONTROLS AND TECHNIQUES FOR BETTER 
MANAGEMENT. American Management 
Association, 330 West 42nd Street, 
New York 36, N. Y. $1.75. (AMA 
members $1.00.) 
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How can you put 
1.D.P.to work? 





This book tells you what Integrated Data Processing is, 
how simply it can be applied to your business, how little it 
will cost you, how to start and where to start your program. 

It tells you how DITTO gives you Integrated Data Process- 
ing in its simplest and most inexpensive form. Regardless of 
whether you are concerned with processing of data within a 


4 This free book gives you the answers 


single department, between departments, or throughout the 
branches and plants of a nation-wide organization, this book 
is a guide to money saving and increased efficiency for you. 

Below are representative examples of companies like your 
own which are already enjoying the benefits of DITTO Inte- 
grated Data Processing: 





*How DITTO 
I. D. P. 


Saves money: 


PAYROLL 
Construction Engi- 
neering company 
saves $30,000 
annually 


PURCHASE- 
RECEIVING 
Military Aircraft 
manufacturer saves 
$50,000 annually 


PRODUCTION 
Hardware manufac- 
turer saves $24,000 
a year 


ORDER-INVOICE 
Rubber Goods 
manufacturer saves 
$27,000 a year 




















DITTO 


°K Send for complete case histories telling how these savings are made. 
Take the First Step to Automation in Your Office—MAIL COUPON TODAY. 


DITTO, Incorporated,6838 N. McCormick Rd., Chicago 45, Ill. 

DITTO, of Canada Ltd., Toronto, Ontario 

DITTO, (Britain) Ltd., 126/128 New Kings Road, Fulham, London, S.W. 6 England 
At no cost or obligation, please send us: 

0 Integrated Data Processing Brochure 


0 Case histories and information on how you can save us money, time and 
effort with DITTO I. D. P. for: 


O Order-Billing 0 Production 
O Payroll 0 Inventory 


O Purchase-Receiving 
O Other 


~ Name, Position 





P 
Company. 


Address 





7 '\S 








County. 











PROVIDING FACTS AND FIGURES 
FOR COLLECTIVE BARGAINING 


It gives the basic and unchanging points 
on: Who should be the company nego- 
tiator; how to keep and use records; how 
to prepare “fact books’; what financial 
implications are involved in pensions; 
how to determine the base period; what 
subjects to present at the bargaining table; 
how to avoid inconsistency in interpreting 
facts; what form to use to present facts. 


$5.00 


Orders from nonmembers outside Continental 
U.S. and Canada must be accompanied by re- 
mittance. ($3.50 to members of CIA) 


CONTROLLERSHIP FOUNDATION 
Two Park Ave., New York 16, N. Y. 








Middle-Management Salary Survey 


Three fourths of American business 
executives in the “middle-managament” 
category received raises last year, accord- 
ing to the American Management Asso- 
ciation’s fifth annual survey of middle- 
management compensation. The study 
covers the compensation paid last year 
in 33 different industries to more than 
20,000 executives in middle-manage- 
ment jobs (those between the policy- 
making level and that of general fore- 
man or first-line supervisor). The aver- 
age executive on this level was paid 
$11,347 last year—an over-all increase 


You Don’t Have to Buy a Cow 
to Get a Glass of Milk! 





And you don’t have to install 
tabulating equipment to get the 
speed and savings of automatic 
punched-card methods. Not 
with the low-cost service that 
STATISTICAL provides. 


Working directly from your 
records, we can prepare the 
facts and figures you need on a 
sales analysis, inventory or any 
other report—on a regular or 
emergency basis. 


Your data is processed ac- 
curately on the latest type auto- 


Statistical 


s{c 


matic equipment, and the job 
is delivered on time—at far 
lower cost than possible with 
manual methods. It’s a sound 
way to beat rising clerical costs 
and stay within the budget. 


If you operate your own tab 
department, it will pay you to 
call on STATISTICAL for over- 
loads, special assignments or 
exploratory work. This saves 
you the cost and trouble of in- 
stalling additional or special 
equipment for only occasional 
use. 


Just phone our nearest office 
and let’s discuss your needs. 


TABULATING COMPANY 


Established 1933 - Michael R. Notaro, President 


NEW YORK 
80 Broad Street 
WHitehall 3-8383 


CHICAGO 
53 West Jackson 
HArrison 7-4500 

NEWARK 
National-Newark Bldg. 
MArket 3-7636 
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411 N. Tenth St. 


CLEVELAND 
1367 E. 6th St. 
SUperior 1-8101 


TABULATING 
CALCULATING 
TYPING 


ST. LOUIS 


MAin 1-7777 


TEMPORARY 
OFFICE PERSONNEL 





of approximately five per cent over the 
previous year, 

Thirty-five per cent of all the raises 
granted amounted to between five per 
cent and nine per cent of salary and were 
given for reasons of merit. There was no 
particular pattern of variation in salary 
increases as between positions ; however, 
the reason cited for the raise—whether 
for merit, because of a promotion, or as 
part of a general increase—did affect the 
amount. 

Middle management is as likely as top 
management to receive extra compensa- 
tion in the form of bonuses, the survey 
indicates. Bonuses were given to 47.8 
per cent of those covered in the study, 
approximately the same percentage as 
was shown in the association’s last sur- 
vey of top management compensation. 
On the average, manufacturing and mar- 
keting executives received more and 
larger bonuses than did those in engi- 
neering, finance, or personnel. 

In small companies middle-manage- 
ment salaries usually range from $5,000 
to $14,000 a year, while in large compa- 
nies they may go as high as $30,000, the 
AMA report notes. The ceiling, accord- 
ing to the report, seems to be deter- 
mined by company sales and profits; the 
floor, by legislation and union contracts. 
Other factors affecting salary are spe- 
cific to the position, the study shows. 
For example, the salary of a plant man- 
ager tends to be correlated with the pro- 
duction volume of his plant, and the 
salary of a labor relations executive is 
related to the number of union contracts 
he negotiates. 

In a special section of the study, pub- 
lished this year for the first time, the 
Association reports that 7.5 per cent of 
the executives included in the survey 
changed jobs last year. In addition, 2.2 
per cent of the positions covered were 
eliminated entirely during that period. 
This turnover rate for executives is based 
on a systematic follow-up of certain posi- 
tions in the survey. 

Slightly over half the executives sur- 
veyed are between 35 and 49 years of age 
and have been in their present positions 
less than five years. The companies that 
employ them are located throughout the 
United States and range in size from less 
than 500 to more than 10,000 employes. 

The individuals whose compensation 
was studied are found in 43 key posi- 
tions in the fields of marketing, manu- 
facturing, finance, purchasing, engineer- 
ing, and industrial relations. Typical 
titles are plant manager, labor relations 
manager, auditor, chief industrial eng- 
neer, regional sales manager, and gen- 
eral attorney. 
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( Underwood Sundstrand gives you complete 
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high-speed, low-cost accounting on one machine? 

l- 

)- 

€ gtk SES 

s 

‘ Here’s a low-cost machine that handles 

" all your accounting. Underwood Sund- 

€ strand, with its 10-key touch-operated 

jf keyboard, gives you accurate, up-to-the- 

y minute accounting control because it per- 

: forms so many functions automatically! 

e When applied to your business, Under- 

. wood Sundstrand will speed your record- 

keeping. . .put an end to costly errors... 
do away with overtime... and lower ac- 

% counting costs. Result: real savings in 

a time and money! For full information, 

s call your nearby Underwood Office or 

t write Underwood Corporation, One Park 

e Avenue, New York 16, N. Y. 

s 

n Underwood Sundstrand’s famous keyboard with only 10 numeral keys 

- is easy to learn, eliminates “headswing” fatigue. Operators turn out 

i work faster and with greater accuracy. 

1 

. UNDERWOOD CORPORATION 





ONE PARK AVENUE, NEW YORK 16, N.Y, 








This Electronic World 

Controllership Foundation announces 
the publication of “Business Electronics 
Reference Guide,’ Volume 3. Featured 
in Volume 3 is a complete listing of com- 
puter installations telling which company 
has what equipment and how it is being 
used. Also included in the report are de- 
tailed descriptions of computer systems 
available for rent or purchase at the pres- 
ent time. 

The descriptive listing of published ma- 
terial carries forward that of the first 
two reports in this series issued by the 
Foundation. Volume 3 has annotated list- 
ings of all worthwhile literature on busi- 
ness electronics published between Jan- 
uary 1, 1956 and July 15, 1956. 

Copies may be ordered from Controller- 
ship Foundation, Inc., Two Park Avenue, 
New York 16, N. Y., at $6.00 per copy. 
(Price to members of Controllers Institute 
is $5.00.) 


A special edition of the New York 
Times was sent by high-speed facsimile 
transmission from New York to California 
during the Republican National Conven- 
tion. The 10-page convention edition was 
edited and made up in New York each 
night and transmitted over a video circuit 
of AT&T company’s long-lines depart- 
ment for printing in San Francisco. The 
facsimile operation required four minutes 








CONTROLLERSHIP INFORMATION SERVICE 


olen 


for transmission of each two-page series of 
the edition. 


The first American computer, a Univac, 
has been flown to Europe where it will be 
used to provide Western Europe with a 
computer service center at the Battelle In- 
stitute in Frankfurt. The 20-ton unit was 
shipped in two planes, a Super Constella- 
tion and a DC-4. 


The American Bankers Association has 
acted to standardize the machine process- 
ing of checks. Its Bank Management 
Commission has recommended that banks 
use equipment that employs ‘magnetic 
ink character recognition’’ to process 
checks automatically. The Commission as- 
serted that “this means, in effect, that the 
banking industry requests that all elec- 
tronic machinery for automatic check han- 
dling, regardless of manufacturer, be able 
to read and process checks with figures in 
magnetic ink.” 

e 


Sylvania Electric Products, Inc., has 
opened its communications and data-proc- 
essing center in Canillus, N. J. A leased- 
wire circuit links the center with 45 plants, 
19 laboratories, 27 sales offices, 17 ware- 
houses, and 10 divisional headquarters and 
executive offices. The installations are 
scattered in 21 states and require 18,000 
miles of wire. 


A digest of information developed by 
CONTROLLERSHIP FOUNDATION 
in answer to a reader's inquiry 


SELECTED REFERENCES ON FRINGE BENEFITS 


PERIODICALS 

“Packaged Employe Security Program,” Audit- 
gram, December 1955, p. 46. 

“A New Contract ‘Fringe,’ ’’ Business Week, 
October 15, 1955, p. 46. 

“The Wage and Fringe Package in Autos,” 
Management Record, July 1955, p. 286. 

“Operating an Employe Stock-Purchase Plan: 
A Survey of Medium-Sized and Small Com- 
panies,’ William A. Lloyd, Management Review, 
January 1956, p. 46. 

“Fringe Benefits: Are They Related to Wage 
Rates ?"’ Craisfulli and Sufrin, Personnel, May 
1956, p. 533. 
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PAMPHLETS 
“A Time to Look Ahead,” Leroy A. Lincoln, 
in ‘Planning for Worker Security and Stability,” 
Personnel Series No. 152, 1953, American Man- 
agement Association, New York. 


100 Employe Benefit Plans Are Analyzed,” 
Bulletin 51, September 1952, Institute of News- 
paper Controllers and Finance Officers, New 
York. 

“How to Set Up a Balanced Employe Benefit 
Program,” Prentice-Hall Information, Section 
4, ~— 20, 1955, Prentice-Hall, Inc., New 
York. 
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Corporate Giving 

Seven privately supported universities 
have adopted an eight-point set of princi- 
ples to guide them in seeking financial 
support from corporations. They stress un- 
restricted gifts that impose no hidden 
costs, that guarantee independent teaching 
and research, and that are not tied in to 
advertising programs. 

Specific suggestions for corporate giv- 
ing offered by the universities included: 

Gifts on an annually recurring basis 
provide funds to meet continuing obliga- 
tions ; 

A gift of a building without provision 
for operation and maintenance makes a 
heavy annual drain on general academic 
funds; 

Scholarships and fellowships are of 
greater value if they include cash grants to 
institutions to supplement student fees and 
approximate the full cost of educating the 
recipients ; and 

Research grants should not give a com- 
pany exclusive rights to the exploitation of 
results. 

& 


Every contribution given to her college 
alumnae fund by a woman employe of 
Bonwit Teller, department store, will be 
matched with an equal contribution by the 
store. The president of Bonwit Teller 
hopes that the plan will stimulate gifts 
from alumnae and interest the leaders of 
retail business in the support of private 
higher education. To be eligible for the 
program, the employe must have worked 
for one of the six Bonwit stores for at 
least a year and be a graduate of the col- 
lege or university to which the gift is 
made. 


Investment in Workers 

The average American worker uses 
$12,500 worth of facilities on his job and 
at the very minimum $450 must be spent 
each year just to maintain the existing 
plant and equipment he uses. In the ag- 
gregate, workers in the United States are 
backed by $700 billion in equipment, 
land, and working capital, which requires 
$25 billion a year in maintenance. These 
figures come from a new booklet “Trends 
in Equipping the American Worker’’ pub- 
lished by the Council for Technological 
Advancement. 


Family Income 

Average pre-tax income of American 
families in 1955 was $5,220, three per 
cent more than 1954, according to the De- 
partment of Commerce. The Commerce 
Report also said that the number of fami- 
lies earning more than $5,000 rose from 
21 million in 1954 to 23 million in 1955. 
Families paid an average of $540 in fed- 
eral income tax in 1955, the study esti- 
mated, $30 more than in 1954, but $40 
less than in 1953. 
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T. Cecil Davis, St. Regis Paper Company (Canada) Ltd., Montreal, P. Q., Canada 
Robert L. Dickson, Walter Kidde & Company, Inc., Belleville, N. J. 

Charles E, Ehrhardt, Anheuser-Busch, Inc., St. Louis, Mo. 

O. R. Fay, Pittsburgh Plate Glass Company, Pittsburgh, Pa. 

Allen Lester Fowler, Day & Zimmermann, Inc., Philadelphia, Pa. 

Edmund L. Grimes, Commercial Credit Company, Baltimore, Md. 

J. McCall Hughes, Mutual of New York, New York, N. Y. 

Harold A. Ketchum, Federal Pacific Electric Company, Newark, N. J. 
Ronello B. Lewis, Olin Mathieson Chemical Corporation, New York, N. Y. 

J. L. McKee, Allied Laboratories, Inc., Kansas City, Mo. 

Charles Z. Meyer, First National Bank of Chicago, Chicago, II]. 

Wilson K. Minor, Standard Oil Company of California, San Francisco, Calif, 
James L. Peirce, A. B. Dick Company, Chicago, I]. 

William H. Perks, Norton Company, Worcester, Mass. 

Vincent C. Ross, Prentice-Hall, Inc., New York, N. Y. 

George W. Schwarz, Wyandotte Chemicals Corporation, Wyandotte, Mich. 
Ralph H. Smith, Cleveland Electric Illuminating Company, Cleveland, Ohio 
TRobert N. Wallis, Dennison Manufacturing Company, Framingham, Mass. 

J. Howard White, Shell Oil Company, New York, N. Y. 


* President, Controllers Institute of America 
7 Chairman, Board of Directors, Controllers Institute of America 
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Have You Heard About .. Have You Seen 


CONVOY “Chem-Board’”’* 


RIGID, PERMANENT, INEXPENSIVE 
record storage FILES 





Chem-Board Storage Files are perma- 
nent. They cost and weigh about 50% 
less than steel; cost less than some cor- 
rugated paper files. They’re shipped 
assembled, ready for use. 


NOW-smooth, staple-free 
fronts make them suitable 
even for “front-office” use. 


Available in letter, legal, 
check, deposit slip, tab card 


and many other sizes. 


*CHEM-BOARD IS RIGID- 
IZED CORRUGATED BOARD 
PROCESSED TO REMARK- 
ABLE STRENGTH. 


CONVOY, Inc. 


Station B 
Box 216K 


THE 
STURGIS 


ip celery ¢ 


with scuff-proof, noiseless, 
self-leveling fiber glass base 


Has a high back for the man 
who likes to be up to his 
shoulders in comfort 


POSTURE 
CHAIRS 


THE STURGIS POSTURE CHAIR COMPANY 
Sturgis, Michigan 
Sturgis d 


r or write for Irterature t 


General Sales Offices Erie St., Chicago 11, Illinois 
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NOP MEN . 5% 

Thomas A. Hansbury was elected presi- 
dent of Waitt & Bond, Inc., Newark, N. J. 
He has been secretary-treasurer of the 
company since 1947. . . . Maryland Bis- 
cuit Company of Baltimore, Md., has an- 
nounced the election of J. B. Wharton, Jr., 
as chairman of the Board and George L. 
Hewitt as president and treasurer. Earl R. 
Uhlig, vice president-finance and control- 
ler of the Glean L. Martin Company, is 
among the Baltimorians serving as a di- 
rector of the same company. 


Commercial 






. 


: 


MR. HANSBURY 


PROMOTIONS .. . 

Jean P. Boyer has been elected auditor 
of the Westinghouse Electric International 
Company, New York. ... Gerard J. 
Dierker has been appointed to the newly 
created post of executive vice president of 
Jamaica Water Supply Company, Jamaica, 
N. Y. . . . Harry N. Eidswick has been 
elected treasurer of National Can Cor- 
poration, Chicago, II]. 

Atlas Power Company, Wilmington, 
Delaware, has elected Arnold J. Fiedler 
assistant treasurer and assistant secretary. 
. . . Scott Harrod recently elected vice 
president of Ditto, Incorporated, with re- 
sponsibility for development research, 
manufacturing and finance. . . . Robert 
J. Hoyer is now assistant controller of the 
Zurich-American Insurance Companies, 
Chicago, III. 

Gustave S. Juliber has been made con- 
troller of his company, Great Lakes Car- 
bon Corporation, New York. . . . David 
J. Melamed is now vice president-finance 
of Pathe Laboratories, Inc., New York. 
. .. Leonard S. Zieve was appointed 
treasurer-controller of the Toni Division 
of the Gillette Company, Chicago, Il. 
.. . B. J. Steger has been named con- 
troller of the France Stone Company, To- 





MR. HEWITT 


ledo, Ohio, and its affiliated companies. 
Earle W. Mills was elected controller of 
Foster Wheeler Corporation, New York; 
he succeeds Raymond F. Kopp, who te- 
signed as chief financial officer and con- 
troller. . . . George T. Scharffenberger 
is now vice president and general manager 
of Kellogg Switchboard & Supply Co,, 
Chicago, Ill. . . . Francis W. Smith was 
recently made secretary of Arizona Public 
Service Co., Phoenix, Ariz. . . . William 
C. Watson was elected treasurer of Chese- 
brough-Pond’s Inc., New York. 


Beatrice Head 





w 
% fh 
MR. JULIBER 


COMPANY CHANGES... 

Glen E. Foster has been elected senior 
vice president of the Brooklyn Union Gas 
Company, Brooklyn, N. Y., and John A. 
Paterson has been named vice president in 
addition to being comptroller of the same 
company. Both men have been active in 
the affairs of Controllers Institute, Mr. 
Foster having served as president of the 
New York City Control, 1942-43; Mr. 
Paterson is currently serving a three-year 
term as a national director of Controllers 
Institute and was chairman of the Budget 
and Finance Committee for 1955-56. . . . 
Poor & Co., Chicago, IIl., has elected 
Roy W. Sergeant vice president and con- 
troller and Robert E. Mitchell treasurer to 
succeed Sergeant. 


NEW DIRECTORS ... 

Wayne Irwin, vice president and comp- 
troller of Pullman Co., Chicago, IIL. of 
Merchandise National Bank, also of Chi- 
cago. . . . Myron W. Krueger, executive 
vice president, treasurer and director 0! 
Raymond Concrete Pile Company, New 
York, of the Commercial Union Fire In- 
surance Company of New York and the 
Columbia Casualty Company. 
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NEW CONNECTIONS .. . 

g. W. Bours, Jr., has joined United 
Wallpaper, Inc., Chicago, Ill., as secre- 
tary and assistant controller. . . . Fasco 
Industries, Inc., Rochester, N. Y., has ap- 
ginted John W. Gasink as controller. 
_,, John A. Handy, Jr., was elected vice 
president of finance and controller of 
Chemical Construction Corporation, New 
York, a subsidiary of Electric Bond and 
Share Company. 

Robert D. Hill was elected treasurer of 
Fruehauf Trailer Co., Detroit, Mich. .. . 
Alan W. Drew became controller of Rev- 
lon, Inc., New York, on August 1... . 
Edward C. Hunt is now controller of the 
Gruen Watch Company, New York. 


NEW APPOINTMENTS .. . 


Franklin L. Buchheit has been appointed 
to the position of accounting manager and 
member of the Board of Managers of 
A. Schrader’s Son Division of Scovill 
Manufacturing Company, Incorporated, 
Brooklyn, N. Y. . . . St. Clair M. Mar- 
shall, formerly manager of the tax de- 


the Chase Manhattan Bank, New York, 
are scheduled to speak at the 32nd Annual 
Convention of the National Association of 
Bank Auditors and Comptrollers, Wash- 
ington, D. C., September 17-20. Mr. Licht- 
feldt will tell of the “Aims of NABAC 
School” of which he is director; Mr. 
Agemian will discuss ‘Income and Ex- 
pense Budgeting.” 


EDUCATIONAL ACTIVITIES ... 

Wilson T. Seney of McKinsey & Com- 
pany, New York management consultants, 
on July 16-20 served as chairman of an 
American Management Association orien- 
tation seminar at Colgate University, 
Hamilton, N. Y., on ‘Building an Over- 
all Budget System for Profit Planning.” 
Earlier in the year he conducted two such 
seminars in San Francisco—one on the 
above subject and the other on “Reporting 
Financial Data to Top Management.” 
. . « Dr. J. G. Ashburne, associate profes- 
sor of Accounting in the College of Busi- 
ness Administration at the University of 
Texas, Austin, Texas, served as a faculty 





MR. ZIEVE 


partment of the New Orleans office of 
Price Waterhouse & Co., has been made 
tax manager of Daystrom, Inc., Elizabeth, 
N. J... .R. R. Allen has been named 
vice president and director of engineering 
and research for the John Wood Com- 
pany, New York. 

Leslie M. Mannasmith has been elected 
to the new post of financial vice president 
of Encyclopaedia Britannica, Inc., New 
York... . Dr. F. Byers Miller, dean, 
School of Business Administration, Uni- 
versity of Richmond, Richmond, Va., has 
been appointed executive director of the 
National Association of Bank Auditors 
and Comptrollers and Darrell R. Cochard, 
executive secretary, was elevated to the 
new position of executive vice president. 
The new appointments took effect on 
September 1... . Albert L. Williams, 
executive vice president of International 
Business Machines Corporation, New 
York, has been elected to the company’s 
executive and finance committee. 


SPEAKERS .. . 


Clarence H. Lichtfeldt, comptroller and 
Vice president, First Wisconsin National 
Bank, Milwaukee, Wis., and Charles A. 
Agemian, vice president and comptroller, 


THE CONTROLLER * SEPTEMBER, 1956 


MR. HANDY 


MR. SENEY 


member of the Eighth Annual Teachers’ 
Seminar of the American Association of 
Colleges of Pharmacy held at the Uni- 
versity's pharmacy college, July 22-27. 
The seminar under the sponsorship of the 
American Foundation for Pharmaceutical 
Education was devoted to the subject of 
pharmacy administration, which included 
marketing, management, jurisprudence 
and accounting. Professor Ashburne dis- 
cussed ‘‘The Role of Accounting in Phar- 
macy Management’” and conducted a 
workshop on “Objectives and Curriculum 
Construction in Pharmacy Accounting.” 


HONORS TO... 

John J. Sellers, who has been elected 
president of the Philadelphia Chapter of 
the Tax Executive Institute for the 1956-57 
year. Mr. Sellers is treasurer, New River 
& Pocahontas Consolidated Coal Co., Phil- 
adelphia, Pa. Robert W. King, 
agency accounting officer of the Housing 
and Home Finance Agency, who has been 
elected national president of the Federal 
Government Accountants Association. Mr. 
King, a member of NACA and AIA, was 
the first president of the Washington 
Chapter of FGAA upon its organization 
in 1950. 
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“ADVANCE BOND makes 
our letters much more 
impressive” 


Mr. Harry W. Alexander, founder 
of the Harry W. Alexander Organ- 
ization, business consultants, New 
York City. 


Surveys* show that the Jowest grade 
rag-content bond making up a letterhead 
and matching envelope costs less than a 
three-cent postage stamp. 

This microscopically tiny cost is in- 
creased by Jess than a penny when you 
give your customers the advantages of 
the Aighest grade rag-content letter paper 
obtainable: ADVANCE BOND. 

And you don’t increase your total cor- 
respondence costs appreciably. For paper 
is but 19% of such costs. If ADVANCE BOND 
should cost twice as much per letter as the 
lowest grade rag-content bond (and it 
doesn’t), the paper cost of your corre- 
spondence still would be negligible. 

Thus, at practically no increase in costs, 
you enhance the impressiveness, effective- 
ness and prestige of correspondence when 
you specify ADVANCE BOND. You also 
insure permanence for your letters and 
forms of a contractual character. ADVANCE 
BOND is one of the time-proven. products 
of a mill which has specialized in perma- 
nent papers for 107 years. 


Your regular supplier of letterheads, 
forms, stock certificates knows ADVANCE 
BOND. He will gladly help you to 
select the precise weight for your par- 
ticular requirements. L. L. BROWN PAPER 
COMPANY, Adams, Mass. 

*Conducted by the National Stationers 
Office Equipment Association. 


and 


WRITE for FREE booklet... 


“How to Get Greater 
Service and Value from 
Your Records and Let- 
ters’, Here is a reliable 
guide to selecting the 
right paper for recording 
or correspondence. 


L.L. BROWN 


LETTER & RECORD 


PAPERS gu 






































Business Failures in First Half of 1956 


Today’s successful business man proba- 
bly operates under a much greater strain 
than his counterpart did 20 or 30 years 
ago. Advances in communications and 
technology in factory, store, and office 
speeded up the business pace, requiring 
considerably more factual knowledge and 
know-how on the part of the nc 
as well as a larger initial capital invest- 
ment. This is partly reflected in the busi- 
ness failure statistics for the first half of 
1956, according to the Business Economics 
Department of Dun & Bradstreet, Inc. 


EMPLOYMENT * EQUIPMENT * MISCELLANEOUS 


RATES: $5.00 per inch or fraction thereof each 
insertion. 50¢ each additional line. Payable in 
advance. Allow approximately 40 words to the 
1 column-wide inch including 2 words for box 
number. Closing date 10th of preceding month. 


Address box number replies to THE CON- 
TROLLER, Two Park Avenue, New York 16, 
N. Y. Replies will be forwarded. 





SITUATIONS WANTED 





CONTROLLER—ASST. TREASURER 
BBA degree, age 40, married, relocate. Twen- 
ty-four years’ public and industrial experi- 
ence: cost accounting, budgets, taxes, manage- 
ment controls, government contracts, systems 
and procedures. Desires career opportunity 
with progressive company. Box 2206. 


INSURANCE ADMINISTRATOR 


Currently employel by multiplant manufacturer, 
with domestic and foreign subsidiaries, devot- 
ing my full time to insurance management and 
pensions. Eight years with present employer. 
Fully experienced in developing a well-rounded 
program by negotiating ‘‘tailor-made’’ policies 
for all types of business insurance. My previous 
experience as cheif accountant is very helpful 
with present assignment. Age 44. Married with 
children. Box 2227. 


IBM METHODS AND PROGRAMMING 
Fifteen years’ experience in IBM work; ten 
years aS operator, five years in supervision. 
Prior experience in automotive, electrical, public 
utility and steel industries. Age 33, married. 
Will relocate. Box 2229. 


ASSISTANT CONTROLLER 

BA, MBA, eight years public and private ac- 
counting experience. Office management, super- 
vision, corporate administration, production, 
budgets, systems and procedures, cost systems, 
statements, and insurance with multiplant oper- 
ations. Stock Exchange corporation. Proven 
ability. Box 2231. 





NOTE: THE CONTROLLER reserves the right to ac- 
cept, reject or censor classified copy and takes no re- 
sponsibility for the people contacted through this col- 
umn nor does it guarantee any item bought or sold. 





Both the number and the liabilities of 
failures in the first six months of 1956 hit 
a post-war high. The number of failures 
was about 15 per cent higher than in the 
comparable period of 1955, while liabili- 
ties were up 22 per cent. Failures were 
still considerably fewer than in the turbu- 
lent thirties, averaging close to 1,100 a 
month in the first half of this year, com- 
pared with the monthly average of more 
than 2,600 in 1932's Depression ~~ 

Yet it is frequently asked why failures 
should even be this large at a time when 
the gross national output of goods and 
services is at an unprecedented annual 
rate of about $408 billion and employment 
and incomes are moving almost uninter- 
ruptedly from peak to new peak. Even 
after correction for price changes, the 
physical volume of the gross national prod- 
uct is about three times that in 1932. 

The unusually high levels of sales and 
output probably encourage many inexpe- 
rienced people to start businesses in the 
hope of learning as they go, while capital- 
izing on the prevailing general prosperity. 
But the mortality rate among the inexperi- 
enced is very high. 

More than half of the failures occur in 
businesses that have been in existence for 
five years or less. It is interesting that the 
proportion of “‘younger”’ failures has been 
declining steadily in the past eight years 
(to 56.6 per cent of all failures in 1955 
from 77.6 per cent in 1947), while the 
toll among businesses aged ten years or 
more increased almost steadily to 17.4 
per cent in 1955 from 9.1 per cent in 1947, 
There is an implication that experience 
may not necessarily come with age. The 
post-war years were not what might be 
called a ‘normal’ competitive period. 
More than 90 per cent of business failures 
in 1955 and early 1956 were still attributa- 
ble to “inexperience,” according to Dun 
& Bradstreet’s continuing study of the 
causes of business failures. Inadequate 
sales and competitive weakness appear to 
be the two major failing points. 

Failures occurred at the rate of 49 for 
each 10,000 businesses listed in the Dun 
& Bradstreet Reference Book in the first 
half of 1956. This was the highest rate in 
15 years, compares with 42 last year, 70 
in prewar 1939, and 154 failures for each 
10,000 listed names in 1932. In the early 
part of 1956 there were more than 2.6 
million businesses listed in the Reference 
Book, or about 27 per cent more than in 
1932. 

While the average dollar volume of 
failure liabilities in the first six months of 
1956 was almost three times as large as 
the monthly average in prewar 1939, it 
must be remembered that price levels to- 
day are considerably higher than before 


World War II. After allowance for 
changes in wholesale prices, the rise in 
liabilities over the 1939 level is cut to 36 
per cent. 

Considering the expansion in the total 
volume of business transacted, this year’s 
failure liabilities look even less worrisome 
than in 1939. Failure losses in the first 
half of this year amounted to roughl 
$1,300 for each million dollars of the 
gross national product. This was slightly 
higher than in 1955, but still below the 
losses of $2,000 for each million of GNP 
in 1939. 

Retail trade continued to account for 
about half of the business failures in the 
first six months of this year. About 44 per 
cent of all the concerns in business are re- 
tail establishments. Although casualties 
among retailers of food, liquor, furniture, 
and home furnishings were below the com- 
parable 1955 level, a 45 per cent gain in 
the automotive group helped to push the 
total for retailers about 14 per cent above 
a year ago. There was also a marked rise in 
failures among general merchandise stores 
where the count was 45 per cent higher 
than a year ago, and among apparel te- 
tailers with 36 per cent more casualties 
than last year. More than half of the te- 
tail failures (56 per cent) were in the 
$5,000 to $25,000 size group. 

Construction failures in the first half of 
1956 were at a record level, the highest 
since Dun & Bradstreet started compiling 
the construction casualty statistics in 1934, 

Except for New England, where failures 
dropped below last year’s level, casualties 
increased in all the major geographic re- 
gions. The six months’ toll in Texas 
jumped 73 per cent, while the liabilities 
involved were five times as large as a year 
ago. As in previous years, the largest num- 
ber of failures occurred in the Middle At- 
lantic and Pacific states, where the rates of 
failure in relation to the number of operat- 
ing concerns were still far above the na- 
tional average. 


GE to Give Emergency 
Loans to Employes 


General Electric Co. has announced | 
plans for a new employe benefit program 
providing eligible employes up to $500 in 
loans or outright grants to help meet seti- 4 
ous financial emergencies. The plan will 7 
not require employe contributions. Under 
the plan, no interest will be charged on 
loans up to $300 while on larger loans 
the interest will be only on the excess © 
over $300. The outright grants could be ia © 
cash or in kind, depending on the circum = 
stances. 

The new aid plan is expected to replace | 
some 26 relief and loan plans that have 7 
been available previously. The older plans = 
called for employe contributions and had 7 
limits of $200 on loans and $240 on ~ 
grants. { 
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